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Project Title: India – Economic growth and urbanisation  
 
Abstract: 
 
For the last couple of decades the policies of the Indian government have been focused on 
attracting foreign companies wanting to offshore value activities. This has enabled various cities in 
India, for instance Bangalore, to attract foreign companies to the city. These foreign companies initiate 
an aggravated rise in both supply and demand in the city. This creates the opportunity for an 
accelerated urbanisation of the city environment, which leads to a rapid economic growth in the city. 
However, the accelerated urban development of Bangalore also led to issues because of the strain that 
the increased attention of the foreign companies placed upon the existing infrastructure of the city. In 
order to attempt to maintain the attractiveness of Bangalore for the foreign companies, an emphasised 
focus on urban planning was started. However, the excessive urban planning led to a displacement and 
gentrification of some of the population of Bangalore. 
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1 Problem Area 
 
With the invention of the World Wide Web, the world was more connected than ever before. 
Relaying information between continents was no longer linked to physical transport or the limited way 
of communicating through telephone. The transportation of data over even vast distances was more or 
less instantaneous, and it opened up for an eased communication and sharing of knowledge between 
continents than was previously possible (Winkler 2009, p.27). For companies, this introduced new 
opportunities and options to consider in the search for increased profits. 
 
Throughout history, companies have searched for ways to minimize the cost of their production 
and thereby increasing profits. Initially, companies could seek to enhance their production capabilities 
by investing in the skills of their employees, by improving the equipment used for the production, or 
similar. As technology developed, new options to increase the efficiency of the production became 
available.  
 
At first, the focus was on the term known as onshoring. Onshoring entails moving less important 
aspects of a business to a nearby company, in the same country, which is specialized in a specific 
service or production activity. As transportation developed further, the companies could take countries 
close by into consideration. This movement of the production or management of services to company 
in a nearby country rather than within the same country is known as nearshoring. Eventually, it became 
possible for the companies to enhance their production by offshoring – moving parts of the production 
or services of the company to countries even further away from the country of origin. In regards to the 
term ‘offshoring’, a distinction is made between the two different aspects: captive offshoring and 
offshore outsourcing (Winkler 2009, p. 27). Captive offshoring refers to the process of offshoring a part 
of a company but still keeping the offshored facility as a part of the company. This is also known as 
foreign direct investment (FDI). Offshore outsourcing on the other hand refers to the process of moving 
part of the production offshore to be managed by a third part. 
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Because of the aforementioned options made available through the World Wide Web, the 
companies around the world even had the option to move entire activities of the firm beyond their own 
borders. This provided companies with the opportunity to examine various countries and what specific 
expertise – or legislative leeway – they could offer.  For example, countries with inexpensive labour, 
low real estate prices, or lucrative political policies became favourable destinations for offshoring. 
While the companies gained advantages in regards to the cost of production through e.g. low labour 
prices, the country, where the business processes or parts of the company were offshored to, would 
likewise enjoy some benefits. The offshoring could for instance increase employment (The Economist, 
2013c). Thus, these financial gains through offshoring became an important aspect for some countries 
concerning financing the country’s development. 
 
India is an example of a country that, ever since 1991, has made itself an attractive destination for 
offshoring. After several decades with strict regulations concerning foreign companies in India, the 
government began formulating new policies. These policies made it more lucrative for foreign 
companies to place part of their value chain in India. A company’s value chain is what is used to 
analyse the value of the business output they are producing and selling. Offshoring part of their value 
chain, a company would for example place part of their production or customer services in India.  The 
political changes coupled with advantages that India could already offer, such as inexpensive labour, 
low real estate prices, and an English speaking population, were among the qualities that made India 
one of the most attractive country for foreign companies to offshore to (Sahoo, 2012, p. 109 & Dittrich, 
2007, p. 48).  Especially service activities are offshored because, according to Winkler: “Service 
investments appear to be much faster and less costly compared to manufacturing investments…” 
(2009, p. 29) 
 
The term ‘services’ can be perceived as: ”… not separate entities over which ownership rights 
can be established.” (UN 2002, as cited in Winkler, 2009, p. 31) Services are not storable or 
transferable and can therefore not be traded separately from their production (ibid.). When a service is 
produced, it must be delivered to the consumer that means there must be direct contact between the 
producer and consumer of a service.  
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The aforementioned increase of attention from foreign offshoring companies initiated a rapid 
development of various cities in the different regions of India. One such city was Bangalore, the capital 
of the region Karnataka. With a vast number of universities, engineering colleges, research centres and 
more, Bangalore was an advantageous location for foreign companies wanting to offshore parts of the 
services concerning Information Technology (IT). This was the incentive that made sundry companies 
offshore their IT-sector to the city. The focus on the IT-sector made Bangalore famous as the 
“Electronic Capital of India” and even “India’s Silicone valley” (Dittrich, 2007, p. 46). As an 
increasing number of foreign companies became interested in, and started offshoring to, Bangalore, the 
city’s development accelerated. The population of Bangalore increased from 5.6 million in 2001 to 
more than 8.6 million in 2011 (Government of India, 2011, p. 50), putting an increasing strain on the 
infrastructure of the city.  
 
To control the accelerated urbanisation, more emphasis was made on the creation of plans for the 
continued development of Bangalore. These plans, called Master Plan(s), was the attempt at a solution 
to both the increased strain on the city as well as keeping the foreign investors and outsourcing 
companies interested in India (Harikrishnan, K. and Mahendra, B., 2010, p. 55-56). This was achieved 
by providing the companies with the utilities necessary to effectively offshore to Bangalore, thus 
improving the infrastructure and other needs to maintain Bangalore as a ‘world city’ (Sastry, G. S, 
2008). The various political reforms were likewise targeted at making Bangalore (and India) an 
increasingly lucrative destination for foreign companies As the development of Bangalore is somewhat 
reliant on the continued attention from foreign companies’ eagerness to offshore, it is vital for the 
government of India and the government of the state of Karnataka to ensure the continued affection of 
the foreign companies (Dittrich, 2007, p. 57).  The economic growth in the urban environment of India 
alone are responsible for 65% of India’s GDP, making it paramount for the Indian government to 
enable this growth to continue (National Institute of Advanced Studies, 2008, p. 4). However, keeping 
the attention of the various offshoring companies might prove itself a difficult task. A possible change 
in the sourcing strategies of the foreign companies, and similar issues, might in the future change the 
face of offshoring that India currently enjoys considerably. Moreover, this rapid growth of population, 
companies, traffic, and usage of electricity and water supply, further endangers the future of India’s 
attractiveness for foreign companies. With the speed of the urban growth of Bangalore, it is difficult for 
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the Master Plans to keep up with the development. This leads to both issues with keeping the attention 
of the offshoring companies as well as handling the rising issues of the population concerning the 
increasing need for available housing.  
 
Yet, despite the pressure that rapid urbanisation can be said to have on a city, and even with the 
possible changes in sourcing strategies for offshoring companies, the strategy for the Indian 
government stay the same. The Indian government continues to base its economy reforms on 
maintaining the favour that India enjoys when it comes to offshoring companies.  
 
In this project, the aim will be to investigate why the government of India decides to place 
emphasis on captive offshoring and offshore outsourcing in the creation of economic reforms to secure 
a continued economic growth and development of the country. This will be examined in the light of 
Bangalore that has experienced an extensive amount of attention from foreign investors and 
outsourcers the last two decades, with special attention towards the effects of the offshoring on the 
city’s infrastructure, population, and planning. Moreover, the development of offshoring to India will 
be investigated, and the possible implications that the government of India will have to take into 
consideration will be examined. 
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1.1 Problem formulation and working questions:  
 
Why does India base their economic reforms for continued growth on foreign direct investment 
and outsourcing, when taking the effects offshoring has on urban planning in Bangalore and the 
development of offshoring in India into consideration? 
 
 How has India achieved and maintained their statues as an advantageous country for 
offshoring? 
 How has the increased attention from Offshore Outsourcing altered the urban planning 
of Bangalore in regards to the population? 
 How has offshoring in India developed? 
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2. Project Design 
 
2.1 Research Process 
To examine the situation in India in regards to offshoring thoroughly, an interdisciplinary 
research strategy has been used. The fields chosen to investigate the problem formulation raised are 
Economics and Planning, Space, and Resources. This will allow an investigation of the problem 
formulation from a broader perspective, enabling the project to gain a more holistic view of offshoring 
in India and its implications. The two fields within social science will examine the situation from 
various angles, each with a specific focus point.  
 
Economics will be utilized to examine and analyse the financial side of the offshoring to India as 
well as the generated political policies by the government of India. Economics will also be used to 
analyse the future aspects of offshoring to India. Thereby, Economics will primarily be used to analyse 
the situation at a macro-level. 
Planning, Space, and Resources will be used to research the development of Bangalore and how 
the increased attentions from offshoring companies and foreign investments have affected the city in 
regards to gentrification and the like. Moreover, it enables an alternate, more specific view of the effect 
of offshoring to India by allowing for an analysis of other aspects than the economy of Bangalore.  
 
To make the process of investigating the problem formulation more fluent and structured, the 
project have been divided into three different working questions. Each of these working questions 
examines an aspect of the problem formulation vital for probably its investigation. Moreover, each 
working question researches the problem formulation from the aforementioned fields of social science, 
namely Planning, Space, and Resources or Economics. These working questions will generate part 
conclusion that will afterwards be utilised in the final discussion. 
 
Following is an overview of how each working question will attempt to examine and analyse the 
various angles of the problem formulation. 
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2.2 Working Question one 
The first working question opens for inquiries into how India became an attractive offshoring 
destination. The working question consists of an analysis divided in two parts. The first part will 
revolve around the financial crisis that peaked in India in 1991. This financial crisis in India is seen as 
the cause of the revolutionary policy changes implemented in India in the 1990s, which has been the 
main reason for the offshoring growth and economic boom in India. This analysis utilize the neoliberal 
theory formulated by Friedrich Hayek (1960), which will contribute to the explaining of the Indian 
government’s reasoning behind this sudden change in policies concerning the trade, export, and 
Foreign Direct Investment (FDI)-industries.  
 
Besides Hayek’s book on neoliberal theory, a speech held by the current finance minister 
Manmohan Singh the 24
th
 of July 1991, presenting the government’s new reformed budget, will be 
analysed in the view of a neoliberal-, and compared to the former monetarist-, policies in the affected 
areas.  
In addition to this, two reports from the financial ministry of India analysing the historical 
development of the economy starting from 1991 to Fiscal Year (FY) 2006-07, when another global 
financial crisis took place, will be the main sources for this part.  
 
The second part will be the analysis of the financial crisis, which stroke India in 2008, and how 
the country managed to get through it. This section will again analyse the policies implemented to 
prevent a decrease in the aforementioned areas during the crisis and once again incorporate the 
neoliberal theory of Friedrich Hayek.  
 
However, in this section the focus will not lie solely on the crisis as the first part of the analysis 
mainly will, but instead look at what happened to the economy during the crisis and which state it is 
left in. For example, how the crisis has affected the offshore industry – and more specifically, the IT-
sector. Lastly, an examination of more recent political reforms will be investigated in order to enable an 
inception point in the answer of the one of the aspects of the problem formulation.  
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In this working question, a qualitative and quantitative research approach will be used to 
investigate these aspects. The quantitative research approach will mainly consist of the use of Official 
Documents from the Financial Ministry of India. As for the qualitative data used, the abovementioned 
speech from Manmohan Singh, as well as various academic journals and newspaper articles will be 
utilized to get an overview of the political changes during these two distinct periods in the Indian 
political history. 
 
2.3 Working Question two 
The second working question will have a focus on the development that Bangalore has 
experienced with the influx of offshored businesses and changes in political reforms. Thus, the working 
question will examine how offshoring can affect a city – with focus on gentrification, migration, 
possibilities for economic growth, and issued related to the physical outlook of the city coursed by the 
phenomena happening. The working question will, using these aforementioned focus points, examine 
the advantages and disadvantages that a city may experience when exposed to a rapid increase in the 
attention of foreign companies offshoring.  
 
Bangalore will be utilized as a representative case when examine the effects offshoring may have 
on a city in India. The reason behind this being the intense development that Bangalore has historically 
gone through, especially in the late 90s with the initiation of the IT-boom. This makes the city a useful 
location to examine when investigating the effects of offshoring in a city environment, because of the 
demographic urbanization that was, among other things, created by this effect of offshoring as the 
creation of growth within the job sector. The government’s aim in the planning of the development of 
the city, the population growth, the boom within the IT-sector, and the effects this influence has on the 
urban system and the urban transformation with a focus on gentrification makes Bangalore a very 
reliable case for investigating working question 2 and as a part of answering the Problem Formulation. 
 
To examine the working question different kinds of data will be provided to enlighten several 
aspects of the subject. For the theory, several books have been used to acquire background knowledge 
before the analysis. The first book is Florida’s “The rise of the creative class” which is a book that 
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describes the rise of a new class in the society and is based on Florida’s way of thinking. Furthermore 
the book “Gentrification” by Lees, Slater, and Wyly is used to broaden the perspective of gentrification 
and is utilised to explore the statements of Neil Smith in relation to gentrification. The last book used to 
examine the theoretical framework of gentrification is “Gentrification in a global context” which is 
edited by Atkinson and Brigde. This book is mostly utilised for the conceptualisation of the term 
globalisation in a global context. 
 
For gathering data on the population in Bangalore, the population’s reasons for migration and the 
effects thereof, the sources used are from the government of India and observations done by other 
researchers. To explore the effects of urban migration, urban planning, and the reasons behind these 
phenomena the information has been gathered from institutes with knowledge in these areas, reports 
done on the subjects, which have not been used in the theoretical framework. With these different types 
of sources it has created the possibility to examine the working question with a broad perspective.  
 
The theories used to answer this working question are explanatory in relation to understanding 
‘gentrification’. To answer the working question through the theories of ‘gentrification’, data on the 
indicators who have an importance for the theories will be collected and analysed. This will be done 
with a politico-economical method, where the focus will be on groups and not going into the 
sociological aspect of these theories. Gentrification will in this project be used to examine the 
phenomena of urbanization, world cities and housing policy.  
 
The theories explaining the ”rent gap” and the “creative class” will be used on the gathered data 
to analyse how much effort the government puts into the development of the physical outline of the city 
in regards to labour. Furthermore, it will be examined through empirical material with focus on the 
gentrification phenomenon occurring in Bangalore, where previous observations by other researchers 
will be used and, perhaps, rejected in regards to this project. For further research, data on the 
development in house rent will be used and compared to other social happenings in Bangalore in 
regards to examining the possibilities for this rent gab in Bangalore. This will then be connected to the 
question of whether gentrification will occur in the city, and how much this may influence the city. The 
influence that the initiatives from both the Indian government and the government of the state of 
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Karnataka have on gentrification will be examined by looking into the effects the urban planning has 
on displacement of people. Moreover, which influence the initiatives conducted by the Indian 
government and the government of the state of Karnataka has on the prices for houses, land, and 
renting will be researched.  
 
For researching the economic aspect on the effects of offshoring on a local area in a country, the 
theory of the “creative class” by Richard Florida will be used. The aspect on how offshoring attracts 
creative people to the city and how offshoring evolves the creativity of people will be used to research 
if offshoring can create an economic growth though this theory by Florida. Also the need for 
understanding, and the value of, this new creative class will have to be investigated with focus on how 
the government of India and Bangalore opens up for the factors needed to make it possible for these 
groups to flourish.  
 
2.4 Working Question three  
The last working question will revolve around the various motives that can make companies 
offshore and how offshoring has developed within India. The question will be introduced by a short 
account as to why India is such a popular destination for offshoring. There will here be drawn upon 
conclusions from working question one. This is to give the reader an idea of the basis of the 
development of offshoring within India. Following this introduction, the motivations behind why 
companies offshore will be analysed through three key motivations, namely, the market, cost, and 
procurement oriented motivations. The offshore industry in India will be related to each of these three 
key motivations. This is to get a better understanding of what can influence a company’s decision to 
offshore, in order to be able to reflect in the discussion on how government incentives and the market 
economy can influence companies’ incitement to offshore.  
The value chain theory will be implemented to explain how companies can enhance their 
competitive advantage through differentiation. Differentiation characterizes the ability of a company to 
distinguish itself from its competitors. Here it will be examined which value activities in a company’s 
value chain, that is most suited to fulfil the aforementioned motivations and driving companies to 
 
 
15 
 
offshoring. One way to create differentiation is by the use of linkages. Through the concept of linkages 
this project will examine how companies can utilize sourcing strategies, here included outsourcing and 
shared services, to enhance both efficiency and coordination. This is done in order to examine the 
innovation within sourcing strategies and how those affect India as a destination for offshoring.  
The concept of herd behaviour is used to describe how companies tend to follow after each other 
when it comes to choosing a location for offshoring. This concept explains some of the effects herd 
behaviour can have on the offshore location as well as the companies. The model of demand and 
supply will here be utilized to examine the effects of this tendency. An analysis of how demand and 
supply influences price will be conducted.  
Both a qualitative and quantitative approach will be used to answer this working question. A 
thorough examination of theoretical textbooks, academic journals, and newspaper articles will be 
conducted through a qualitative approach, where the sundry positions in regards to the past, current and 
future state of sourcing strategies will be investigated. Moreover, Published textbooks will be used as a 
basis for the theoretical framework of this analysis. A quantitative approach will be taken by inspecting 
official documents, more specifically through an examination of business reports and analysis, in which 
the companies’ decisions concerning offshoring will be examined. 
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3. Methods 
 
3.1 Epistemological and Ontological background  
For this project, the focus is on critical realism and the principle of a levelled analysis. The 
current, as well as past and possible future situations, are examined, explained, contextualized, and 
analysed based upon defined concepts of economy e.g. the theory of Neoliberalism and Gentrification. 
 
An objectivism standpoint is taken, as India - and its economy - is seen as a more “passive actor”, 
being affected by the external forces around them, shaping their economic decisions based on 
predefined norms and ideals. More specifically, India’s government utilises experiences and theories 
commonly accepted as usable in regards to generating viable political reforms and regulations. 
Moreover, these decisions will be based on the expectations of the offshoring companies/organisations, 
as these are the intended targets. (Bryman, 2012, pp. 27-35) 
3.2 Research approach 
For this project, the approach is deductive. Based on literature gathered and 
examined of India, the hypothesis that the Indian government focus on political 
reforms designed to attract foreign investments were formed. Moreover, the 
hypothesis that future of offshoring to India was to decline was likewise based 
upon information gathered through the examination of pre-existing literature.  
 
This hypothesis is the basis of the problem formulation. Then, in order to 
investigate the various parts of the problem formulation, three working question 
have been formed. These working questions each examine their own aspect of the 
problem formulation through gathering and analysing data. Through these findings, 
the hypothesis concerning the government of India’s focus on political reforms to 
make India a more lucrative country for offshoring as well as the possible decline 
of offshoring to India will be either validated or dismissed. (Bryman, 2012, p. 24) 
 
1. Theory 
2. Hypothesis 
3. Data Collection 
4. Findings 
5. Hypothesis 
confirmed or rejected 
6. Revision of theory 
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3.3 Data 
 
          Data collection is the third step in the linear model of research. 
 
Throughout this project, a mixture of quantitative and qualitative research will be conducted. In 
regards to quantitative research, the sources of information will include official documents, both 
governmental as well as private from organisations and firms. These will be in the form of statistics 
regarding the growth of India, business analyses concerning the offshoring situation in India, and 
sundry statistics on Bangalore. Thereby, the quantitative research methods will assists in generating a 
broader view of the situation in regards to offshoring in India.  
 
The qualitative research will be concerned with articles describing both the companies that are 
offshoring to India and their motivations for doing so. This will include the political reforms created by 
the government in India, academic journals concerning offshoring to India, and the urbanisation of 
Bangalore. Additionally, literature including historical books as well as academic journals and 
newspaper articles will be utilized to investigate the current, present, and possible changes in the 
situation of offshoring to India. Thus, the qualitative research methods will enable the project to 
examine the problem using more of a comprehensive look into the situation concerning offshoring in 
India compared to what would be possible with the use of only a quantitative research method. 
 
Besides a speech held by the financial minister Manmohan Singh the 24
th
 of July 1991, the data 
gathered and analysed will consist of data not gathered for the sake of this project itself. This means 
that the research will primarily be based upon secondary analysis. There are various benefits when it 
comes to basing the research on secondary analysis rather than primary analysis. For instance, the 
material used for secondary analysis might have had a better timeframe for conducting the research 
needed to generate usable empirical material. Thus, this project benefits from the longitudinal research 
conducted by for example the government of India. The data gathered would be more reliable due to 
both the length of the research and the quantity of the participant investigated. Furthermore, the 
research may have been conducted in India, something this project will not be able to achieve. 
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An issue, however, is for example in regards to applicability. The nature of the research used for 
secondary analysis could lead to the data not being specific enough to answer the inquiries at hand. 
This issue, and others, will be discussed later in the methods chapter. (Bryman, 2012, pp. 311-27) 
 
3.4 Textual Analysis 
 
While working with the literature necessary to answer the various angles outlined in the working 
questions, several aspects of the text have been evaluated to examine the quality of the sources used 
(Utah Valley State College Writing Center, 2010). Initially, the year of publication have been 
investigated. Because of the nature of the working question(s), the period of time that the literature is 
written in is vital for its utility. While working with the possible future situations for offshoring to 
India, it is vital to take into consideration when the literature is published, since the situation in India 
has changed a considerable amount of times the last few decades. For instance, the future implications 
for offshoring might be based on older political reforms, which may or may not be relevant after the 
publication of the literature. 
 
Likewise, when discussing the state of the infrastructure and similar of Bangalore, the same issue 
arises. Since Bangalore is a city under continuous development, issues that are five years old may 
already have been resolved. 
 
The background of the author is also of importance, as what is written in the literature might be 
biased due to personal interest or similar. For example, articles regarding the political reforms passed 
by the Indian government may reflect the author’s viewpoints concerning his or her political belief. The 
author could put more emphasis on protectionist reforms rather than the current focus on attracting 
foreign investors. Moreover, a business report from a firm offshoring to India may wish to display the 
current situation more positively in order to satisfy investors or the like. 
 
Along these lines it also important to consider the intention behind the literature. For instance, 
when investigation the current situation in Bangalore, there are sundry angles in which the author can 
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direct his or her focus. The city could be seen as a positive example of how a city can flourish when 
offshoring companies decides to invest in the city – or a negative example of how offshoring changes 
the face of the city drastically, creating issues for the population living there prior to the accelerated 
development. 
 
3.5 Triangulation 
 
To verify the reliability of the sources utilized, a method of triangulation has been used. This 
means that a comparison of various sources regarding the same topic, statistic, or similar, have been 
made. This has for instance been the case in regards to data gathered through official documents that 
has, where possible, been compared with sources such as academic journals and articles. Triangulation 
has not only been applied in order to scrutinize the reliability of the sources used throughout the 
project, but also to ensure the validity of the findings gained through these sources.  
 
3.6 Limitations 
 
As with all research, this project has been faced with limitations in regards to what has been 
plausible when it came to conducting the research. Issues are common for all projects. One of the 
primary limitations has been in regards to the limited timeframe of the project, which severely limits 
the way in which research can be conducted. This timeframe is for example the main reason for a 
reliance on secondary analysis rather than primary analysis. Another key reason for the reliance of 
secondary analysis is due to limitations concerning mobility – since the project revolves around a 
country in a different part of the world, it is, while not impossible, improbable to conduct the research 
necessary at the location in question. For instance when examining the Indian economy, sources such 
as financial statistics and articles have been utilised, rather than collecting the data and subsequently 
analysing it.  
 
Moreover, this reliance on secondary analysis has also proved to be cumbersome when 
attempting to gather specific data needed to answer some of the aspects of the three working questions. 
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It at times proved difficult, if not outright impossible, to find data concerning specific aspects of the 
working questions. Another issue that occurred is in regards to gaining access to the certain kinds of 
data required to investigate the aspects outlined in the working question(s). Few sites for instance 
required membership, i.e. a subscription, to gain access to more up-to-date data. Furthermore, since not 
all the statistics used are from the same source, i.e. that the pool of data utilised as well as the approach 
differs, or the same year, there is a restriction in regards to comparing the data and analysing the 
findings. This leads to an issue of reliability of the findings generated.   
 
Another limitation of the project concerns applicability. As stated previously in the project 
design, Bangalore has been chosen as a representative case study of the effects that offshoring has on a 
city’s development. This choice of city, while still viable, limits the suitability for the findings to 
describe the situations of other cities in India or other countries. The various regions, while still under 
the control of the central government of India, have their own state governments in charge of 
formulating laws and regulations. This means that the political framework of the sundry regions differ 
from region to region – i.e. the regulations affecting offshoring might change between each individual 
region.  
 
Additionally, due to the fact that the offshoring to Bangalore mainly concerns services in the IT-
sector, the applicability for cities focused on manufacturing may be limited. Since offshoring of the IT-
sector mainly consists of jobs working with communication or management of data, the nature of the 
created facilities will differ from offshoring with a focus on manufacturing. These manufacturing 
facilities will have a focus on production of physical goods. This leads to alternative challenges in 
regards to planning, as the requirements of the infrastructure differ between manufacturing facilities 
and IT facilities. Furthermore, the impact on the city may also vary because of these alternate 
requirements and usage of the city’s infrastructure. Lastly, finding statistics from several years have 
been troublesome, meaning that comparisons of the changes from year to year in regards to the urban 
landscape of Bangalore or the changes in offshoring to India have been complicated. This leads to 
issues with analysing the development of both offshoring to India as well as the urban landscape of 
Bangalore. 
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4. Theoretical framework 
4.1 Neoliberalism 
 
It is uncertain when the neoliberal theory actually was founded and whom was the first to 
formulate it. The theory has its origins in the neoclassical theory, which was formed around 1870. It 
was created at the same time as the rising of the capitalistic economic systems in the western world 
(Harvey, 2007). The Keynesian monetarist state planning had long been the most common governing 
system but after the Great Depression in the 1930's (ibid.) and the poor state the Second World War left 
the world’s economy in, a new economic system was sought and the neoliberal economists started to 
develop their theories. 
 
The neoliberal theory has three key factors in its definition of an economy in growth. First and 
most important is the minimalizing of the state power (Hayek, 1960). This theory believes that the state 
should only legislate where the law implied will apply for everyone without exceptions (Hayek, 1960) 
such as prisons. The importance of the laws applying for everyone becomes very clear when examining 
neoliberal theorists' view upon the market power. Theorists of neoliberalism, believes that the most 
important role of the state is to “build institutions for the market” (World Bank, 1997).  
 
This brings us to the next key point of the theory; the laissez-faire policy. Many supporters of 
neoliberalism believe this policy to be the way to achieve economic growth. The free-market 
competition, a self-regulating market, the so-called laissez-faire policy, was a free market competition 
which was implemented to achieve economic growth (Harvey, 2007). The free-market is according to 
neoliberalists crucial for creating this competition which if accomplished will lead to a beneficial 
economy in growth (Hayek, 1960).  
The third key factor is freedom of the individual. State control and protectionism as seen in 
Keynesian inspired policies are a limit to the growth of the economy and it sets a boundary for the 
personal freedom according to Hayek (Ibid). The power of law in itself should not contain restrictions 
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of certain groups since they'll hereby contribute to discriminating either the focus group or the group 
left out and thereby limiting the resources available for future economic growth of the ones affected by 
these laws (Hayek, 1960). Translated into modern day businesses it can mean that the legislative power 
should not interfere with the industries or the companies working their country.  
 
4.2 Gentrification: 
 
Gentrification – the transformation of the working-class or vacant area of the central city into 
middle-class residential and/or commercial use – is without a doubt one of the more popular topics of 
urban inquiry (Lees, Slater and Wyly, 2008, p. xv). 
The term ’gentrification’ was first used by the sociologist Ruth Glass in 1964, where she used it 
to determine some new changes in urban-relations (ibid., p. 4). This does not mean that just because the 
phenomenon got a name, that is was the origin of the phenomenon. Neil Smith has found previous 
examples on situations where gentrification occurred, one of them was; The Haussmannization of Paris 
(ibid. p. 5), also Gale stated in 1984 that gentrification already occurred in the late 1930s in the bigger 
cities of USA.  
Glass’ definition of ‘gentrification’; ( […] a complex urban process that included the 
rehabilitation of old housing stock, tenurial transformation from renting to owning, property price 
increases, and the displacement of working-class residents by the incoming middle classes (ibid. p. 5). 
The problem for more modern research in the field of gentrification was that Glass’s definition of the 
term was rooted in difficulties of traditional English rural class structure (ibid. p. 4). However, it is 
necessary to acknowledge her definition, thus one can understand the other definitions evolved from 
Glass’ definition (ibid. p. 10).  
In 1982 Neil Smith defined the term that suited the change in the society better; 
“By gentrification I mean the process by which working class residential neighbourhoods are 
rehabilitated by middle class homebuyers, landlords and professional developers. I make the 
theoretical distinction between gentrification and redevelopment. Redevelopment involves not 
rehabilitation of old structures but the construction of new buildings on previously developed land.” 
(ibid. p. 9) 
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Later in 2002 Smith continued the development of the term, because he believes gentrification 
yet again has widened, thus he argues that it has now become a new form of neo-liberal urban policy. It 
will be in the interest of the government to achieve growth in in relation to middle-class migration to 
the inner-city, which will increase the economic growth (Atkinson and Brigde, 2005, p. 4) 
Where gentrification in the first steps of the evaluation of the term only was acknowledged to fit 
First World countries and the inner-cities (Lees, Slater and Wyly, 2008, p. 4), it has now changed; 
gentrification now involves Third World countries and it can occur in rural areas (ibid. p. xvii; 
Atkinson and Brigde, 2005, p. 17).  
 
The strength, even though it is a very lose term, of gentrification can be seen in how it is now 
being used to improve economic, physical and social outlook in a global context (Lees, Slater and 
Wyly, 2005, p. 3).  
Like stated before, after the definition by Glass the term got developed and present there are these 
types of gentrification; rural gentrification, new-build gentrification, super-gentrification and the one 
closes to Glass’ classical gentrification (ibid. p. xxviii). 
The classical gentrification will be rejected in this project since it is based on observations done 
in the 70’s and therefore relates to the movements happening in the 70’s, and because there more 
modern theories for gentrification where the focus also acknowledge the Third World cities; like 
Bangalore, India. 
 
The opinion in regards to what exactly led to gentrification is divided, on the one hand Smith 
argues that it was a movement of capital, not people whereas earlier explanation stated it happened 
because of the aim of the middle-class to have get better job opportunities; back to the city movement 
(Atkinson and Brigde, 2005, p. 5). 
 
4.3 The theory of the ‘Creative Class’ 
  
The Creative Class has the power, talent and numbers to play a big role in reshaping our world 
(Florida, 2002, p. xi) 
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A theory of economics created by Richard Florida (2002) states that gentrification overtakes the 
role of economic growth, because the cities and regions can no longer create this wanted competing 
economic growth by attracting companies. Therefore he finds the solution to be; the policymakers have 
to tempt the ‘creative class’ to migrate to the cities and regions. He also finds that the ‘creative class’ 
will be the new middle class.  
His definition of who is included in the ‘Creative Class’ can be examples like; musician, 
designer, business and so on, but in short it is everybody using creativity in their work (Florida, 2002, 
p. ix). But the label also includes; gays, youth, scientists etc. (Florida, 2002).  As in the case with other 
politico-economic theories within the field of ‘gentrification’ where one has to define different types of 
classes in the society, Florida (2002) is also using the economic aspect to define the basis of the new 
class; the Creative Class.  
If the policy-makers want to benefit from this theory of economic growth and form the future in 
the best way, then one has to understand and value this new class (Florida, 2002, p. ix).  
Florida (2002) shares the same opinion as other theorists; the advanced countries are moving 
against an information-based, knowledge-driven economy, the origin of this thought comes from Peter 
Drucker; “The basis economic resources – ‘the means of production’, to use the economist’s term is no 
longer capital, nor natural resources… nor ‘labor’. It is and will be knowledge” (ibid, p.44). 
 
4.4 The theory of the ‘Rent Gab’ 
The rent gap explains gentrification as the product of investment and disinvestment in the urban 
land market (Lees, Slater and Wyly, 2008, p. 61). 
New urban development, seen in the light of competitive market economic, seeks to maximize 
the profit of the land areas. In theory the value of a house, shop or any other kind of building will be 
weighed in regards to how much it has cost to build it and the societies technology. On the other hand 
when the building has to be sold, then the sales price will depend on how attractive the area is. This 
includes how much work that has been put into making the area attractive concerning labour and 
technology. For further profit on the land, structure and so on, the price will depend on how much the 
buyer believes in the profit of payments in the future (ibid. p. 51). This is however never that 
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predictable, because the factors will change over time, because of the changes going on in the 
development of urban planning and advantage in technology (ibid. p. 52).  
“As the rent gab grows larger, it creates lucrative profit opportunities for developers, investors, 
home buyers, and local governments to orchestrate a shift in land use – for instance from working-
class residential to middle- or upper-class residential.” words of Neil Smith in 1979 (ibid. p. 52)  
Connecting this statement to the theory saying that for every year the gap between capitalized 
ground rent and potential ground rent will expand (ibid. p. 53) the possibility for lucrative profit will 
increase  which will open up for greater possibilities in regards to gentrification (ibid. p. 54). 
Initiative from the government like support is often used to close the rent gap, this is done though 
upgrading the public infrastructure and providing breeding ground for developers, new businesses and 
new middle-class residents (ibid. p. 54).  
 
4.5 The Value Chain 
The value chain model was first introduced by Michael Porter in his book Competitive 
Advantage: Creating and Sustaining Superior Performance in 1985 (TBK Consult, n.d.) and is used to 
analyse how companies can apply value to their business output in the form of a product or a service. 
The value is defined as the amount that buyers are willing to pay for the product or service a firm 
provide (Porter, 1998, p. 38). If one activity is malfunctioning or working at low efficiency, the product 
or service sold will not obtain the maximum value (Mindtools, n.d.). The value chain is therefore used 
as a tool for understanding the behaviour of costs and both the existing but also the potential sources of 
differentiation a firm may have (ibid., p. 33). If a firm is unique at something that is valuable to 
costumers, it is defined as a firm which differentiates itself from its competitors (ibid., p. 119). 
Differentiation allows firms to have higher prices, to sell more products or services, or equivalent 
benefits (Chapter 4, p. 120). According to the value chain model, the firm gains a competitive 
advantage by doing these activities more efficiently than its competitors (ibid., p. 34). The different 
activities in the model are divided into primary and support activities, with a total of nine different 
activities as seen below:  
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1 Porter's Value Chain - Source: http://www.mindtools.com/pages/article/newSTR_66.htm  
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5. Contextualizing chapter 
 
5.1 India 
In the 1920s when India was still struggling for their independence, the Congress Party 
proclaimed swadeshi, a way of self-sufficiency protest against the colonial power, which Britain had 
over India. Swadeshi means that the government or a key person promotes the Indian produced goods 
as opposed to imported goods, creating a greater demand for Indian goods. If effective, the consumers 
will contribute to a non-official boycott of foreign products which here was used as a sort of rebellious 
act towards the British Empire because of the wish for independence amongst the Indian population. 
This initiative also benefited the national feeling, which lead to a larger focus on the Indian government 
and the economic oppression that the British had India obey while at the same time Mahatma Gandhi 
gained more support for his non-violent civil disobedience (Sehested, 2004, p.129-130). The resistance 
of the Indian population directed towards the British production and services came to be an important 
factor for the achievement of the Indian independence. The problems surrounding the fact that they 
were not able to sell their products or hire a reliable workforce resulted in the withdrawal of the British 
Empire and giving India the long wished independence (ibid.). 
 
The Indian Union gained independence from the British colonial rule in 1947. It inherited “one of 
the poorest [economies] in the developing world, with industrial development stalled, agriculture 
unable to feed a rapidly growing population, one of the world's lowest life expectancies, and low rates 
of literacy.” (indohistory, 2008) India’s political system is build up upon the principles of federalism 
and centralization. It is structured as a bicameral parliament, with the parliament divided into the 
Council of States (Rajya Sabha) and the House of the People (Lok Sabha). India is divided into 28 
states and seven centrally administered union territories. Each state has its own elected government 
which to a certain extend has executive powers over the state in which it is elected. The division of 
power between the state and the Union has “been designed as a series of interlocking jurisdictions for 
purposes of crafting an integrated Union.” (Arora, 2010) It can therefore be difficult to attain where the 
jurisdiction of the state ends and the jurisdiction of the Union begins.  
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Jawaharlal Nehru was the first prime minister of India. He was born 1889 and died 1964 and 
ruled from 1947-64. He managed the economy through five-year plans and central planning. His 
politics was influenced by a strong degree of protectionism. This became obvious through import 
substitution, a large public sector, and business regulation. During his rule, the license raj was 
implemented. This essentially meant government regulated production. Most things needed a license, 
here included import, investment, and industrial production. The license raj was abolished in 1991 
when India implemented a more liberalized economic policy. During Nehru’s time as the prime 
minister he invested in institutes of management and technology, a lot of which are seen educating 
India’s vast amount of labourers within the field of engineering and IT today. This was an investment 
intended to benefit the Indian economy in the long run, which came to show after the liberalization of 
the economy in the 90's and after. This did not benefit the economic growth during his reign, but was a 
long term investment that has helped boost the economic boom we have seen in India from the 90’s and 
onwards. (Carbridge, Harriss, and Jeffrey, 2013) 
 
After Nehru’s death, the post as prime minister was offered to his daughter Indira Gandhi, who 
refused, and the spot went to Lal Bahadur Shastri. Lal Bahadur Shastri was only seated for two years, 
where after Indira Gandhi accepted the spot. She was prime minister from 1966-77 and again from 
1980-84 when she was assassinated by her own Sikh bodyguards. The assassination was supposedly a 
revenge for Operation Blue Star, where Indira had ordered the military to take down a Sikh leader in 
the Golden Temple, holy to the Sikhs. Indira is for a large part getting blamed for the failed economy in 
the 60’s and 70’s because she enacted policies that is considered to be anti-business and unhelpful to 
the economy. Among other things she implemented a Foreign Exchange Regulation Act (FERA) in 
1973, which restricted the inflow of foreign investment and technology (Carbridge, Harriss, and 
Jeffrey, 2013, p. 29). Some argue that if there had been implemented more export friendly policies in 
the 60’s, India could have experienced a growth similar to those East-Asian countries whose economies 
were booming (Carbridge, Harriss, and Jeffrey 2013). 
 
Between 1965 and 1980 India underwent the Green Revolution. The Green Revolution is 
characterized by the use of fertilizer, irrigation, and high yielding seeds. (Countrystudies, n.d.) India’s 
Green Revolution was based upon wheat and to some extent paddy rice and created a short-lived spurt 
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of the economy. Especially Punjab and Haryana benefitted from this and as a result, they were the two 
richest states in India in 1990.  There is some discussion as to when India’s economy took off. Some 
argue that it started already in the 80’s, though most people agree that it wasn’t until the 90’s that it 
really took off. There was a growth in the 80’s that match that of the 90’s but it was government 
financed in other words fiscal policy, and led to a government deficit of 8,5% of GDP in 1986-7, which 
makes most people disregard it as a part of India’s take off. The debt crisis made it necessary to 
implement economic reforms fit for the crisis on hand. These changes are what have been referred to as 
the shift in India’s economic policy which happened just around 1991. On an overall level the economy 
shifted from a planned and centralized economy towards a more liberalized economy. In 1991 the 
rupee was devaluated by 18-20% and the license raj was abolished. Furthermore, the average weighted 
tariff rates fell to 25% in the mid 90’s compared to the 75% it was in 1991-2. (Carbridge, Harriss, and 
Jeffrey 2013, p.37) 
 
5.2 Bangalore 
Bangalore is the capital in the state Karnataka and one of the fastest growing cities in the world. 
As of 2011, the urban population has increased in one decade from 5,686,156 to 8,601,653 in the urban 
areas (Government of India, 2011, p. 50). Statistics shows that one of the main reasons behind the rural 
urban migration to Bangalore from the 90’s is because of search for employment (Gowda and 
Shivashankara, 2007). Bangalore was previously known as ‘The Garden City’. The whole city was 
basically fields and gardens until the IT boom. In 1994 it became the ‘Electronic Capital of India’, and 
later ‘The City of The Future’ (Yue et al, 2001, p. 4) due to the continuing growth of the city. “Today 
Bangalore has the highest concentration of IT industries in India, domestic as well as foreign.” (Yue et 
al, 2001, p. 4) One could also say that Bangalore is known as the ‘Silicon Valley’ of India because of 
its many IT clusters – around the change of the millennium, 40 per cent of India’s software firms were 
located in Bangalore (Yue et al, 2001 p. 10). Since Nehru’s time, there has been invested heavily in 
science and technology, which has aided in Bangalore becoming a technology hub and the second 
largest technology hotspot in the world (Dittrich, 2007). Presently, Bangalore is known as the “World 
City” because of the competitive attractiveness and the fact that the city has become more multicultural 
over the past two decades. When Bangalore went from a garden city to the ‘Silicon Valley’ of India, 
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the spread of the city could no longer happen without a plan, due to the increase in population growth 
and density (Sastry, 2008, p 5). Therefore the government of both India and Karnataka took action in 
relation to the future urban planning of Bangalore. In recent times the development of the physical 
outlook just happened because of where the companies settled down (Sastry, 2008, p. 4). The 
government also had to improve the planning of the urban areas of Bangalore in relation to improve the 
city to become a ‘world city’ and to maintain this label on the global market.  
 
Bangalore’s rapid development into the IT-megacity it is today, happened around the 1990’s. The 
interest that Bangalore enjoys is not arbitrary; Bangalore offers a great deal in regards to what IT 
companies require. It is home to several educational places, e.g. universities and similar. Additionally, 
the city offers an abundance of highly skilled, English-speaking. Moreover, it offered lucrative political 
policies in regards to investments, which attracted the initial surge of outsourcing, offshoring and 
establishment of various giants in the IT-sector (e.g. IBM, Hewlet-Packard). Initially, it also offered a 
cheaper cost of living as well as more affordable real estate prices – however, these prices have 
increased tremendously as a result of the enhanced interest generated by the immigrating firms. This 
increased attention has led to Bangalore both experiencing a great economic growth as well as 
difficulties meeting the new requirements in regards to planning that a rapid expanding city necessitates 
(Sahoo, 2012, p. 109 & Dittrich, 2007, p. 48). 
 
After the Y2K issue, commonly known as the 'millennium bug', Bangalore was put on the 
offshoring IT-companies' radar. The Y2K concerned the issue of the millennium shift in regards to the 
current system in 1999 only being able to show the last two digits when computing dates. This could 
lead to great problems with incorrect data in the future, which was why the workforce in Bangalore, 
with their expertise concerning Information Technology, was utilised. The workforce of Bangalore was 
used to scrutinise vast amounts of computer data in order to pre-emptively solve the issue with the 
‘millennium bug’ to ensure a smooth transition from 1999 to 2000. Bangalore had now opened the eyes 
of the investors and the city was soon to be known as the 'Electronic Capital of India' (Sehested, 2004, 
p. 46-47). 
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5.3 Master Plan 
The Bangalore Development Authority (BDA) is responsible for the creation of extensive plans 
for the urban planning in the Bangalore known as ‘Master Plans’. These Master Plans aim at planning 
how the available land is used in Bangalore. The Master Plan is subject to revision at least once every 
10 years. 
 
 As for the Master Plan of 2015, a new approach was incorporated into the creation process. 
Previously, the process of generation the Master Plan was based on a ‘top-down’ approach 
(Harikrishnan, K. and Mahendra, B., 2010, p. 48). This meant that the citizens of Bangalore’s opinions 
were not fully taken into consideration in the final plans. Now, with the Master Plan of 215, there was 
an increased emphasis on including the participation of the population of Bangalore as well as the 
private sector in the planning process. Moreover, new technology was used in the creation process in 
order to take as many aspects into consideration as possible. The technology allowed Bangalore 
Development Authority (BDA) to examine, and analyse, data about population, land use, and the like, 
more efficiently and accurately than earlier Master Plans. This for instance included the use of satellite 
photos of the city. (Harikrishnan, K. and Mahendra, B., 2010, p. 58) 
 
The overall goals of the Master Plan for 2015 “were to ensure economic efficiency and social 
equity and to promote and protect the natural endowments and historical heritage of the city” 
(Harikrishnan, K. and Mahendra, B., 2010, p. 57). Moreover, as mentioned before, Bangalore is one of 
the fastest growing cities not only in India, but in the world. This means that Bangalore now is 
competing with other big cities “to attract and generate domestic and international activities and 
investments and to make the city more competitive; it has to ensure a high level of ‘urban efficiency’” 
(Harikrishnan, K. and Mahendra, B., 2010, p. 56). 
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6. Analysis 
 
6.1 How has India achieved and maintained their status as an 
advantageous country for offshoring? 
 
6.1.1 Introduction 
This question will examine and analyse India's process to becoming the lucrative offshoring 
destination it is today. By applying neoliberal theory it will try to explain why certain initiatives were 
implemented starting from the financial crisis in 1991 and continuing to present time. 
 
6.1.2 Introduction 1985-1991 
  By 1991, India had gone through turbulent times leading to a high fiscal and current accounts 
deficit, an increase of external borrowing in order to finance these deficits, rising debt, rising inflation, 
and inadequate exchange rate adjustments (Ghosh, 2006). High oil prices, political turmoil and a 
growth strategy relying on consumption had increased the fiscal deficit, which by the mid-1980’s 
resulted in an increased expenditure and a reduction in direct taxes (The Economist, 2011). This 
resulted in the Indian ‘balance of payment’ crisis in 1991, where the need for a loan from the 
International Monetary Fund (IMF) was necessary to bring down the country's deficit. For that to 
happen, the IMF demanded a more liberal economic approach to secure future growth (Topalova and 
Khandelwal, 2010). Therefore the year of 1991 is perceived as a revolutionary year boosting the 
country's economy via reforms attracting both foreign direct investment and offshore outsourcing (The 
Economist, 2011).   
 
6.1.3 The liberalization of 1991 
The present government of 1991 developed a five-year plan including a new economic strategy 
involving the liberalisation of the Indian market. Manmohan Singh, who was the finance minister at the 
time, presented the new government budget on July 24
th,
 1991 in a speech, which was one of the first 
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steps towards the open economy that led to new offshore opportunities for countries interested in 
entering the Indian market (Singh, 1991).   
Both the speech and the following strategy presented and later implemented seemed to be 
inspired by the liberal theories. The main points of the strategy suggested great change in the areas of 
trade and exchange, the public sector, and the accessibility of the Indian market, in regards to attracting 
the offshore industries to boost the economy (Ibid). Singh, in his speech, expressed concerns about the 
state of the Indian economy, where the deficit gap of total revenue compared to total expenditure were 
at about 8 per cent of the current GDP in 1991 (Ibid). These numbers created the framework for the 
arguments of the following revolutionary budget; “The people of India have to face double digit 
inflation which hurts most the poorer sections of our society. […] we have not experienced anything 
similar in the history of independent India” (Ibid, §2, 17-18).  
 
The minister emphasised throughout the entire speech the importance of the turn in policies in 
relation to new market possibilities. The removal of the former protectionist barriers surrounding the 
Indian market would, according to the strategy, lead to an increase in “the efficiency and international 
competitiveness of industrial production” in relation to the offshoring industry and lead India “to a 
path of a high sustained growth with reasonable price stability” (Singh, 1991, §9). This was a very 
different approach compared to the monetaristic governance, which had defined the Indian policy 
making since their independence in 1947 (Corbridge, Harriss, and Jeffrey, 2013) 
 
6.1.4 The first steps 
 The most effective policies implemented around 1991 were those revolving the reduction of 
foreign direct investment restrictions. To promote foreign investments, a board (Foreign Investment 
Promotion Board, FIPB) with the purpose of negotiating and attracting major companies to settle in 
certain areas was created. According to Singh the results would be an “access to high technology and 
to world markets” (Singh, 1991, §12). Another important factor in the liberalisation of the Indian 
economy was the improving of the efficiency of the public sector. Singh expressed concerns of the 
public sector being an “absorber of national savings without [providing] adequate returns” (Ibid, §13). 
Therefore he stated, that the public sector should only direct “areas that are strategic for the nation” 
(ibid, §13), this meaning infrastructural improvements. However, in areas such as building of 
 
 
34 
 
highways, oil and power generations a privatisation of the market were also implemented (Athreye and 
Kapur, 1999).  
 
This removal of the protectionism and minimalizing of the state power is in somewhat coherence 
with, what Hayek believed; “State decisions […] [is] bound to be politically biased depending upon the 
strength of the interest groups involved such as trade unions” (Harvey, 2007). This statement can be 
related to the protectionism, since the result of this is barriers and limitation of market possibilities. The 
protectionism can be said to be upholded by a biased government focused on mainly domestic 
production, as opposed to investment opportunities created by e.g. offshoring companies.  
Protectionism of a market is therefore one of the factors, which prevents the economy's full growth rate 
(Hayek, 1960), through restrictions of the free market forces’ possibilities to use the resources 
available. The minimising of the state governance will benefit the society by the state not having the 
legislative power to limit the freedom and possibilities for both the individual and market bodies 
(Ibid.). Hence, according to Hayek's believes of economic growth, India was on the right track. 
 
6.1.5 The Progress 
These neoliberal initiatives were the first steps for India becoming a liberalised country, and the 
policy changes did in fact play out as Singh predicted in this speech; creating a rapid growth rate, kick-
starting the Indian economy, and increasing foreign direct investment offshore outsourcing. In Fiscal 
Year (FY) 1995-96 the net inflow of foreign direct investments had risen to 2.13 billion dollars from 
only 0.10 billion dollars in 1991 (Athreye and Kupar, 1999). By FY 1997-98 the total amount of the 
foreign investment industry's revenue were able to pay off 5 billion dollars of India's “6.5 billion 
current account deficit” (Ibid.).  
 
Other factors did of course contribute to the previous mentioned growth in GDP. An important 
contributor was the EXIM policy, which was implemented in 1997 to attract a broader crowd of 
investors (Nataraj, 2012, p.139). The policy contributed to the liberalisation of the export market by 
deregulating and simplifying procedures concerning the export-industries while promoting exports in 
order to encourage offshoring. The EXIM policy introduced the concept of Special Economic Zones 
(SEZs) (Sezindia, n.d.). The SEZs are certain areas, where all import of materials is duty free. (SIA, 
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2003). The foreign investments in these zones are guaranteed an automatic approval, if the companies 
fulfil the guidelines for foreign direct investments industries set up by the FIIA (Foreign Investment 
Implementation Authority). These guideline states, that the company should have a minimum export 
turnover, and the location should be one of the already existing SEZs. To promote these locations a 
“100% income tax exemption for 10 years” (SIA, 2003, p.16, §5) were also granted, if the set-up of the 
companies happened before the end of 2006. These zones are located all over India with a total of a 158 
zones. They are especially popular amongst the captive offshoring IT-industry, which occupies 81 out 
of 158 economic zones. The city of Bangalore contains 8 zones all inhabited by offshored IT-
companies (Sezindia, n.d.) making the city into an attractive destination for IT-offshoring. 
 
The FIIA manages the automatic approved accesses of the offshoring companies, if they wish to 
locate their production in other areas than the SEZs (SIA, 2003). The placements in Karnataka, where 
Bangalore is the capital, are according to a report from the Ministry of Commerce and Industry one of 
the top listed destinations in the South of India (Ibid.). 
These automatic approvals of investment industries in India has benefited the country, however 
SEZs can be said to be one of the most concrete signs of India's policies being inspired by the 
neoliberal theories of economic growth. These areas with tax-free periods and duty-free import of 
goods for production are similar with the neoliberal laissez-faire policy i.e. a self-regulating market. 
The market that exists within the SEZs, where the competition of the supply and demand controls the 
companies’ production, thereof their economic growth has benefited the Indian investment industry 
greatly. Especially in regards to the offshoring IT-industry, which as mentioned before, inhabits the 
majority of the SEZ's. As Hayek states, the free “market competition […] serves the common good” 
( Witt, 2011) and this can certainly be said to be the case of India which experienced a rapid growth 
since 1991 by liberalising the economy.  
 
6.1.6 The Global Financial Crisis 
The new investment opportunities and the growing GDP rate have been said to be an unstable 
situation reasoned by the rapid growth rate. In 2008 the growth finally experienced the predicted 
decrease as a result of the global financial crisis.   
The government in 2008 realised the consequences, the crisis might have on the country's 
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economy, such as a decrease in the trade - and export industries and a negative impact on the exchange 
rates (De, 2012). The government feared, that the crisis were to have a negative impact on the 
offshoring industry in particular, and as response to prevent these issues, the Reserve Bank of India 
(RBI) reacted by raising the interest rates (Ibid.). This led to a higher expense on loans and deposit 
money to keep down the deficit (Ibid.), while at the same time providing 'money availability' for public 
banks “to enable bank credit to meet the expanded requirements of the economy” (Government of 
Rajasthan, 2008). 
 
The Indian government however, tried to maintain the economy during the crisis through the 
implementation of three so called stimulus packages (De, 2012). The first was implemented the seventh 
of December 2008 (Ibid.). It was mainly focused on the trade and export industry, and contained, 
amongst other things, a reduction of the time limit for loans directed towards companies. The limit was 
cut from being 24 months to 18 months (Government of Rajasthan, 2008). The government believed, 
that if the timeframe for the loans were reduced, the public banks would be more willing to cover 
requested loans because of the security the RBI provided - the previously mentioned 'money 
availability' (Ibid.). The package also contained the elimination of the export duty on i.e. iron, and 
companies in the export industry would “be allowed [a] refund of service tax on output services” (Ibid. 
§3). This basically meant that the tax relations on these areas were to be put on hold for the FY of 
2008-09, with the aim of upholding the export market at its current level, and thereby maintaining the 
country's attractiveness for the offshoring industries.   
 
When looking at statistics of FY 2008-09 the GDP declined from about 9 per cent (Joseph, 2009) 
to 5.8 per cent, and the export industry declined from providing a total of 28.9 per cent in FY 2007-08 
to 3.6 per cent of the GDP in FY 2008-09 (ILO, 2010). These numbers do not necessarily prove that the 
new investments didn't benefit the export-industry. The major factor to take into consideration when 
looking at these numbers, is the recipients for the exported goods and services such as Europe and the 
United States, both suffered greatly from the crisis which made an impact already in 2007 (Sedghi, 
2013). The effect the crisis had on the recipient countries resulted in a fall in demand for Indian 
products, which thereof led to the decline in the export-industry.  
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The investments made during the FY 2008-09 as exemplified above, might not have had an 
impact straight away, but this is where the use of the economic phenomena, the so-called multiplier 
becomes relevant. The name multiplier comes from the effect it has on investments, since every time it 
passes through a different party, the outcome will be larger, than the original investment. This is used 
by government or private parties in times of recession. The general theory of the multiplier is, that 
these investments being made will benefit the country via, for instance, creating work for the building 
of a private financed bridge. This will lead to wages paid to the workers, which then should result in 
higher consumer consumption that in the end will come to show through an increase of the country's 
GDP (Begg and Ward, 2013). The aggregate demand and private consumption both declined, but 
according to an economic report held at the Conference on Global Financial Governance in 2009 the 
governments consumption “prevented a much sharper fall in GDP growth and cushioned the sharp 
drop in aggregate demand” (Joseph, 2009). 
 
However despite these initiatives, the crisis continued and the economy had still not reached its 
pre-crisis level by the beginning of 2009. This resulted in two new stimulus packages in respectively 
January and February. To continue and improve the effect of certain important points of the previous 
package concerning the offshoring industry, these two new initiatives contained a reduction in the repo 
rates from 6.5 per cent to 5.5 per cent (Government of Rajasthan, 2008).  The repurchase rates or repo 
rates, as they are called, are the interest rates on loans to public banks facilitated by the Reserve Bank 
of India (Financial dictionary, 2012). The purpose of this was to lower the expenses for company loans 
through these public banks to maintain the investments these companies provided. This initiative was 
implemented at the same time as the limits of credit balances in public banks rose. By FY 2010-11 it 
had led to an increase in GDP from 6.7 per cent in 2009 till 9.3 per cent (De, 2012). 
 
6.1.7 India's development 2011-13 
The general policies of the finance ministry are normally estimated to operate within a period of 
five years to achieve the full effect of the initiatives implemented. This means that the previously 
described fiscal and monetary policies were still active in 2012. These policies resulted in the positive 
effect on the GDP in 2010 as stated above. However the effects of these in the long-run have had a 
negative impact upon the economy resulting in a decrease of the GDP down to 5.9 per cent (Allirajan, 
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2012), and an increased inflation rate of 7.5 per cent of the Wholesale Price Index in FY 2012-13 
(Government of India, n.d.). Many industries in India such as the service-, trade-, and manufacturing 
sectors depend on the aggregate demand on both the global and the domestic market to uphold their 
production. The after-crisis, which stills haunts the Euro-countries contributed to the slow-down in the 
global demand of Indian products and is estimated to cause a decline from 15.3 per cent growth in 
2011-12 to 5.7 per cent during FY 2012-13 (Government of India, n.d.). This is a great disadvantage, 
since India's economic growth ever since 1991, has been based mainly on offshoring companies in 
relation to development of the trade - and export industries. 
In an economic journal conducted and written by the organisation the Hackett Group, which 
operates within the field of offshoring analysis, it has been concluded that by the year 2016 the 
offshoring industries will have declined tremendously (Janssen, Dorr, and Geerling, 2012). The decline 
will be caused by a technological efficiency in productivity amongst the offshoring companies' 
productions, whereas the result of these many improvements, job possibilities will be eliminated 
(Janssen, Dorr, and Geerling, 2012). According to the Hackett Group, India needs to focus more on e.g. 
offshore outsourcing where the use of domestic companies will increase. 
 
6.1.8 Conclusion 
“State interventions in markets (once created) must be kept to a bare minimum because, [...] the 
state cannot possibly possess enough information to second-guess market signals” (Harvey, 2007). 
However, despite the earlier neoliberal policies implemented to boost the economy, the Indian 
government decided to resort to fiscal and monetarist state interventions to get through the crisis. 
Although liberal policies such as the tax-refund initiative was implemented, it seems to be the 
governments perception that for boosting the economy by attracting new investments the neoliberal 
policies were satisfactory, however, when it came to maintaining a sustainable investment sector during 
a crisis, a state intervention was necessary.  The offshoring industry's growth and beneficial effect on 
the Indian economy leaves no uncertainty of whether the neoliberal policies implemented to attract the 
industry has worked. However, the impact the after-crisis in Europe and the US have had on the 
industry by the decreasing global market demands, makes it necessary for India to implement a new 
approach to attract new - and uphold already 'in country' investors. 
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6.1 How has the increased attention from Offshore Outsourcing 
altered the urban planning of Bangalore in regards to the population? 
 
6.2.1 Introduction 
This working question will investigate the influence offshoring in India have on the need for 
improvements in relation to urban planning. This will be examined using Bangalore as a case, because 
of its status as a well-known world city. An examining of the pull effect created by the growth in the 
IT-sector will be conducted. More specifically, the influence that the pull effect has had on the 
demographic urbanization in Bangalore, and how this change in population growth is handled by the 
government on a local level, will be examined. Furthermore, an investigation on the effects that urban 
planning has on citizens concerning the improvements and/or deterioration in relation to gentrification 
will be achieved by using the theory rental gap. At last, the theory of Richard Florida, the creative 
class, will be used to examine why India still choose to focus on attracting foreign companies, when 
Florida states, that economic growth will not be created through companies, but rather through the 
population, more specific the new creative class.  
 
6.2.2 The pull effect of offshoring to Bangalore 
Since the reforms implemented in 1991, where the Indian government liberalised the market of 
foreign investments, there has been an increase in the population growth of Bangalore, Karnataka (see 
table 1). 
 
Table 1: Population growth and density: Bangalore, 1991-2011 
 1991 2001 2011 
Actual population 
(urban) 
3,988,194 5,686,156 8,601,653 
Actual population 
(rural) 
717,525 850,968 987,257 
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Population growth 
(urban) 
- 1,697,962 2,915,497 
Population growth 
(rural) 
- 133,443 136,289 
Density (urban)  2,605 (#1) 3,937 (#1) 
Density (rural)  380 (#4) 441 (#3)
1
 
 
Source: Government of India, 2011, p. 50 and 66 
 
When the companies offshore their production to Bangalore, they increase the quantity of 
available employment in the city, thus providing a breeding ground for urbanization, because of the 
pull of migrants this growing amount of jobs create (Florida, 2002, p. ix). However, it is not only rural-
urban migration which are attracted by the job possibilities, also migration from one city to another is 
common. As mentioned earlier, Bangalore is the fastest growing city in the state of Karnataka, whereas 
the other cities in the state only experience a very slow increase in the population growth. Even people 
from other cities in Karnataka migrate to Bangalore in the search for work (Kerur, 2011, p. 1). It is, 
however, important to acknowledge that multiple indicators influence population growth. This means 
that table 1 also represents births, movements arisen by the push-effect caused by e.g. natural disasters, 
and situation where the whole family has to move. To exclude the non-immigrants from the migrating 
population growth, one should look at the indicators of why the population growth happens – see figure 
1. 
Figure 1: Population growth, Bangalore, 91-01:                    Figure 2: Birthplace of 
immigrants: 
                                                     
1
 
1
 Rank of cities in the state of Karnataka 
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Natural 
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POPULATION GROWTH 
 
Source: PricewaterhouseCoopers, 2007 
As the figure indicates, 45 per cent of the population growth of Bangalore in the decade 1991-
2001 is caused by immigration. This meant that 764,083 new citizens came to Bangalore in that 
decade
2
. Figure 2 provides an overview of where in the country this migrating is from. Figure 2 shows 
that 53 per cent moves from cities located in Karnataka, which means that the majority of the migration 
happens within the same state. To connect offshoring and population growth, one has to define the 
number of people, who migrates to Bangalore because of better job opportunities. Research on the 
topic shows that the two main reasons for migrating to Bangalore are poverty (59 per cent) and the 
search for jobs (21 percent) (Gowda, S. S. & Shivashankara, G. P, 2007, p. 68). Figure 3 showcases the 
reasons for migration, and is based on a survey on, why people are migrating to Bangalore. The survey 
shows that it is because of the pull- or the push-effect, and figure 4: specific reasons for rural-urban 
migration shows the more specific reasons for, why people migrate. The push- and pull-factor relates to 
the reason, that a person may be either attracted to, or repulsed by, the city. An example of a pull-factor 
could be an availability of the amount of jobs in a city, whereas a push-factor could be for instance 
issues in related to finding housing in the city. 
 
 
                                                     
2 Notice: The data for figure 1 does not indicate if it differs from Bangalore (urban) and Bangalore (rural). 
 
OTHERS 
8% 
MAH 2% 
RAJ 2% 
KER 7% 
AP 9% 
TN 19% 
KAR 53% 
BIRTHPLACE 
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Figure 3: reasons for migration                    Figure 4: Specific reasons for rural-urban migration 
 
 
 
Source: Sridhar, Reddy & Srinath, 2012: p. 297-298 
 
From figure 3 it appears that the main reason behind migration happens because of the pull-
effect, whereas the push-effect does not play as an important role. Another question is then why people 
are being pulled to the urban areas and away from the rural areas. By using figure 4 it shows it is 
because of job opportunities and a hope of increased income. So figure 1 shows that migration is the 
most important indicator out of the three for population growth, and when it comes to why people 
migrate (figure 3 and 4), it is seen that mostly people are being pulled to Bangalore and the reason for 
this is the possibility for work and higher income. 
This increase in the population growth can result in higher pressure in the areas of Bangalore, 
especially in the urban areas, which table 1 shows in its data on the density of Bangalore. Density can 
be used as an indicator for the increase in the population in Bangalore compared to the areal of 
Bangalore. In table 1, the data shows that in the urban areas of Bangalore, the density has increased 
with 51 per cent. This means for every sq./km, the amount of people who have to share the area are 
multiplied by 1.5. Moreover, the table shows that Bangalore is the city in Karnataka with the highest 
density. This explains why the government seeks to solve the growing problem with high density 
trough urban planning in Bangalore through governmental initiatives. 
 
Only pull 
27% 
Main pull 
27% 
Both 27% 
Main 
push 12% 
Only 
push 7% 
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6.2.3 Urban planning  
Bangalore provides an increase in the national economy (Goldman and Longhofer, 2009, p. 33). 
This creates a pressure on the Indian government to take actions in regards to the urban planning of 
Bangalore in order to maintain India as an attractive destination for Captive Offshoring and Offshore 
Outsourcing. 
 
“However, regional and national importance that the city had acquired for its trade, commerce 
and industries in the beginning and the recent global importance on account of its Information 
Technology (IT) and Biotechnology (BT) specialization have forced the renewal of the city limits 
frequently according to the emerging needs” (Sastry, 2008, p. 6). 
Initiatives from the Indian government, which shows an increased awareness concerning the 
importance of urban planning in the future, consist of the so-called ‘Master plan’ of Bangalore. The 
Bangalore Development Authority and Bangalore Metropolitan Regional Development Authority are 
the authorities in charge of both the construction of future urban planning (ibid., p. 2).   
When looking at Bangalore from a global perspective, the reason to support urban planning in 
Bangalore is because of the needs for maintaining the city has a global actor for offshoring.  Bangalore 
has become a ‘world city’ at the international stage, and hereby a competitive economical actor. This 
means that the city increases India’s possibilities to move closer to the top of the global economy 
(Goldman and Longhofer, 2009, p. 33).  The boom within the IT-sector, that made Bangalore into the 
“Silicon Valley of Asia”, is the main reason behind the competitive benefits India now has at the global 
market, because the IT-boom in Bangalore is the main reason behind the highest growth rate in India 
(ibid., p. 33). Maintaining the reputation as a ’world city’ requires Bangalore to continue the urban 
planning to meet the infrastructural demands from international companies, like Microsoft and Google, 
while still attracting new foreign companies. Therefore, to improve the infrastructure in regards to 
implementing these demands, there has to be taken loans from international banks (ibid., p. 34). These 
loans are being encouraged by the World Bank because of the connection the city has to the GDP, and 
the importance that city economy has for the global economy (National Institute of Advanced Studies, 
2008, p. 5). The government is also creating possibilities for urban growth through residential 
investors, i.e. companies looking to invest in real estate, by increasing the floor area ratio (ibid, p. 4). 
This gives the investors the opportunity to construct areas with an increased amount of buildings in one 
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area than was previously possible. The reason behind this awareness of the necessity to meet the 
demands from the investors, is the same as the aim for meeting the demands from the companies in 
Bangalore – there are new market opportunities in this area. This new market opportunity has been 
created through the large amount of young, educated people and the influx in the population through 
migration (Strategic Advisory Group, 2012, p. 2).   
The Indian government is seeking to make Bangalore more profitable. This can be done through 
gentrification, by making the residential area of a working-class into a middle-class area. This can be 
achieved through increasing the rent, the price for buying, or real estate prices. This will lead to a 
migration away from the area, thus, the area will then be inhabited by the households with a higher 
income.   
 
6.2.4 The aim to maintain a ‘world city’ creates problems for the citizens 
When the government wants to expand and develop the infrastructure of Bangalore, it creates 
new problems. To improve the infrastructure in Bangalore, the area of the urban area has to be 
widened, thus taking the land from farmers and villagers (Goldman and Longhofer, 2009, p. 34). 
Another problem for the city regarding the IT-boom is the increase in inequality among rich and poor 
citizens. Local researcher argues that, since the boom in the beginning of the 90’s, there has been an 
increase from between 25 percent and 45 percent of people in Bangalore migrating from the midtown 
to the slum-areas. (ibid., p. 34). However, the problem lays not only within the increase in inequality. 
Another big problem with this aim to maintain Bangalore’s image as a ‘world city’ is the displacement 
of people (ibid., p. 34). The question is whether or not the majority is disregarded in order to fulfil the 
needs of the elite of the city, thus maintaining Bangalore’s reputation as a “world city” (ibid., p. 36).  
These new initiatives from the government of Karnataka to extend Bangalore will have an 
influence on the citizens. The land values will rise, which will lead to problems in regard to the middle 
and low-income households. These will have to give up on their goal for living permanently in the city, 
and this could lead to illegal and unauthorized ownership of lands. The effects of this would influence 
planned growth in Bangalore (Sastry, 2008, p. 11). This migration of people moving away from the 
cities because of for instance higher prices on the land is also known as gentrification. Gentrification 
“has had important consequences for community harmony, local services and infrastructure, the 
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quality of local built environments and for the affordability of housing that has previously served low-
income populations, often in central city districts” (Atkinson & Wulff, 2009, p. 4).  
A more concrete example on how the infrastructural changes influence the population in 
Bangalore is the expressway to the International Airport. The expressway was constructed to fulfil the 
demand coming from the increase in cars owned, and to make it both easier and faster to arrive at the 
airport. The airport was built in order to meet the aim of maintaining Bangalore’s reputation as a 
“world city”. This express way have divided the city into two sections, right through the middle of the 
city, dividing people from schools, homes, and markets (National Institute of Advanced Studies, 2008, 
p. 3). This would make a bigger discrepancy when it comes to where the best educations, markets, 
homes, and similar are. People will locate the most lucrative places, and this will increase the price of 
the land because of a growing demand for housing possibilities in that area and create gentrification 
through the rent gap. When people cannot afford living in some areas because of the increase of the rise 
in land prices it will lead to homeless and displacement (Lees, Slater and Wyly, 2008, p. 53).  
 
“Potential ground rent, by contrast, almost always increases steadily over time: so long as an 
urban region enjoys some combination of population growth, employment expansion, and 
technological innovation, any particular location will become more highly valued over time if an 
owner is willing to put the land to its optimal, highest, and best use” (ibid., p. 53).  
 
This is also the case in Bangalore – the city fulfil all three indicators for a ground rent to increase; 
population growth, employment expansion, and technological innovation. With the aim of developing 
Bangalore, the government puts emphasis into optimizing the land areas in Bangalore through urban 
planning. So for Bangalore not to experience gentrification, the income of the people living in the areas 
will have to follow the rise in housing. In Bangalore it occurs that the income gap becomes wider 
between the privileged and the deprived (Dittrich, 2007, p. 55). This will lead to gentrification for the 
least privileged in the society, because the citizens that are already better-off has an income which will 
follow the prices for the areas of Bangalore, but the deprived will not experience the same increase in 
income, and still the prices for housing will increase, thus they have to move to different areas.  
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Table 2: Reasons for settling in slum 
 
Source: Gowda, S. S. & Shivashankara, G. P, 2007, p. 69 
Table 2 underlines the importance for income and housing-prices, but also the importance for 
well-developed infrastructure in regards to displacement of the citizens. Moreover, it is interesting to 
look at that only 5.25 per cent of the people settling down in slum areas are doing it because of lack of 
possibilities to rent a house in other areas. This shows that the importance for the development of 
Bangalore in relation to the market of housing should focus on bringing down the rent-prices and so 
much on increasing the housing opportunities. From this data the conclusion would be that with the 
natural increase in housing-prices and the low income for households it will increase the movements to 
the slum-areas. However, this could be opposed by a better infrastructure, thus the people would get 
easier access to their workplaces.    
 
6.2.5 Future for Bangalore: 
Calculations done by the strategy advisory group behind the Bangalore: Residential Market 
Report (2012) shows that from 2011, the amount investments in the construction of new buildings in 
Bangalore has to be brought down to half, thereby reducing the quantity of houses build. Thus the 
residential market will not experience an overload of residential opportunities and therefore create 
oversupply in the market (Strategic Advisory Group, 2012, p. 2).   
The focus on the need for one more actor in the decisions making has been increased. Workshops 
held by the National Institute of Advanced Studies states that Bangalore in 2008 tried to involve the 
population, when it came to the development of Bangalore’s physical surroundings. One of the 
spokespersons, Dr. Upadhya, said: “We also need to move the discourse beyond the educated middle 
class – how do we develop these dialogues and how do we facilitate debate on Bangalore including 
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various social groups?” (National Institute of Advanced Studies, 2008, p. 2). The aim of the workshop 
is to create awareness of the necessary changes, so that in the future it will not only be the political 
elite, the English language media, and the IT-industry making the decisions, but also the public sector 
(ibid., 2008, p. 2).   
 
6.2.6 Conclusion:  
From observations done on Bangalore by other researchers in relations to how Bangalore has 
developed, it shows that the urban planning in the city has not been as necessary previously as it is 
now. This is because Bangalore formerly did not have problems with a rapid population growth or high 
density (Sastry, 2008, p. 5). How industries are influencing the growth and spread of the city is also 
seen in the previous research (ibid., 2008, p. 4). This big influence is the explanation behind why it is 
important to improve the urban planning of Bangalore, because in the last decades Bangalore has 
experienced a rabid growth in the IT-sector, thus increasing the need for a more outlined development 
in order to secure stability. Now Bangalore is experiencing high density, rapid population growth, and 
an international pressure to sustain a ‘world city’, which puts a pressure on the need for urban planning. 
Therefore, the government of India and government of the state of Karnataka have increased their 
activities in Bangalore to solve the problems with the urban planning through for example the ‘Master 
Plan’. But all these initiatives create new problems.   
 
Even though there is seen an increase in the wages for the citizens of Bangalore it only benefits 
the privileged group of the society, thus making the inequality even bigger. And when the initiatives for 
developing Bangalore increases the indicators that has an influence on the rising prices for housing, 
land, and property it will lead to inequality for the population on where to live and therefore displace 
people, also known as gentrification. Displacement of the people do not only happen because of the 
inequality between housing-prices and income, but also the development of the infrastructure moves 
people out of their living areas, thus forcing the citizens to move. Therefore it can be concluded that the 
government of India and the government of the state of Karnataka overrules the citizens of Bangalore 
in the aim for maintaining a ‘world city’, in order to achieve economic growth through the companies 
offshoring to India and Bangalore.  
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This way to increase economic growth is however questioned for the future with the theory of the 
‘creative class’ by Florida. Florida states that to sustain economic growth this new class has to be 
acknowledged. So when the government of India continues to focus on the improvements for 
companies offshoring to India, it is important to take into consideration if they are acknowledging this 
creative class and what effect this theory will have for the further development of Bangalore and India 
in general. Florida’s advice is that the nations should focus on dragging this new creative class to the 
cities and not focus as much on attracting companies. The economic liberalization in 1991 increased 
the amount of people within the educated middle-class because the liberalization made the knowledge 
economy grow (Strategic Advisory Group, 2012, p. 3). If the creative class, as Florida says, is the new 
middle class, then the government is not acknowledging this new class when they increase the 
inequality in the population of Bangalore. On the other hand, the companies are attracting business and 
educated people, which is also under the group of the ‘creative class’.  
 
From this research it shows that India is focusing most of their economic growth on the 
offshoring companies, which even if it is not planned, attracts some of the groups from the ‘creative 
class’ that in the future will provide economic growth. But this aim to sustain a ‘world city’ does not 
take the citizens of the more exposed groups into consideration, and thus they are being exposed to 
gentrification. But maybe in the future through initiates like the workshop held by National Institute of 
Advanced Studies will increase the awareness of the importance of the population below the middle-
class.    
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6.3 How has offshoring in India developed? 
 
6.3.1 Introduction 
This working question will focus on trying to unravel why companies choose to offshore, and 
why India should be chosen as the target location from a company’s point of view. Here the project 
will be looking more specifically into offshoring in India in relation to a company’s value chain, and 
what more precisely what factors within the area of market, cost, and procurement can motivate a 
company to offshore. Furthermore, the concept of herd mentality will be examined along with its 
effects. Lastly, this chapter will discuss some of the current developments within offshoring in India. 
 
6.3.2 Offshoring in India 
Since the 1990’s India has been a popular destination for offshoring due to its aforementioned 
large English speaking work force and cheap labour costs. Economic reforms have made it lucrative for 
foreign companies to choose India over another country. As explained in the first working question, 
these reforms include a reduction in bureaucratic procedures, by for example making automatic 
permissions for high-technological agreements and removal of restrictions. Also, export taxes and 
tariffs have been lowered in order for companies to produce a greater profit when doing business in 
India, making it much more lucrative. When businesses first started offshoring to developing countries, 
it was with a focus on manufacturing. The easy access to both cheap materials and labour power 
created an incentive for companies to move entire production facilities to e.g. China. Even today, China 
is still the most popular destination when it comes to offshoring of manufacturing. However, in relation 
to services, India stands for “an estimated 51% of the global market share for Information Technology 
(IT) and Business Process Outsourcing operations (BPO), [meaning] India has a dominant lead over 
other countries that offer similar services” (Gopalan and Madjd-Sadjadi, 2012 p. 72). 
Services related to IT can therefore be said to be what companies offshore to India the most 
(Duke/Archstone, 2005(a), Chart 3), partly because India has much expertise on the area after the boom 
in the early 90’s, and therefore can be considered ahead of their competitors in this sector. Moreover, 
political reforms have also, if not favoured, then at least focused on this specific sector, further 
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enhancing India’s competitiveness here. Also, according to the Hackett Group, as mentioned in the 
article More U.S. service jobs heading offshore, "India is the largest offshoring center" (Davidson, 
2012). This attention that India enjoys from foreign companies would not have been achievable without 
various developments within both transportation and communication that have happened from the 
nineteenth century and onwards. 
Before the nineteenth century the costs of transportation was very high. This made it ineffective 
for companies to move production away from their consumers because the labour and resource cost 
they might be able to save would be used for transportation instead. By the end of the nineteenth 
century transportation costs started to drop, which opened up for the possibility of companies to move 
part of the production away from their consumers. This is called the first unbundling (Winkler, 2009, p. 
55). In recent times we have experienced a second unbundling, this time in the form of development 
within communication. This has opened up for the possibility of splitting up companies and spread it 
out over various geographical areas without losing coordination. (Winkler, 2009) Thus, the increased 
offshoring to India was only made possible because of both incentives from the Indian government to 
promote offshoring as well as a technological development allowing the foreign companies to take 
advantage of this new political standpoint. 
 
6.3.3 Why offshore? 
Companies generally decide to offshore functions as a part of their growth strategy. Some of the 
main motivations concerning offshoring is the same as with any business decision, namely to increase 
profits. This can, through offshoring, be achieved by e.g. penetrating more markets, taking advantage 
of industry friendly policies, or by utilizing foreign countries’ expertise in certain areas 
(Duke/Archstone, 2005(b), chart 11). According to a survey conducted by the Duke University CIBER 
institute and Archstone consulting (2005(a), chart 2), some of the top drivers for companies deciding to 
offshore in general include reasons such as reducing operation costs, better competitiveness, higher 
quality of service, and better qualified personnel. 
 
For a company it is essential to have an edge when it comes to product, service, and price in order 
to be able to competition for the consumers. A company’s value chain can be used to gain a complete 
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understanding of a company’s strengths and weaknesses. It is essential to gain a complete 
understanding of a company’s value chain when addressing the question of competitive advantages 
through differentiation. Each value activity is the foundation for a differentiation in a company’s end-
to-end process which could potentially enhance a company’s position in regards to competitive 
advantage. According to Michael Porter “The value chain disaggregates a firm into its strategically 
relevant activities in order to understand the behaviour of costs and existing and potential sources of 
differentiation.” (1998, p. 33) There are many reasons for a company to make the decision to offshore. 
The various reasons can be covered by three overall categories; market oriented motives, cost oriented 
motives, and procurement oriented motives. Here it will be necessary to introduce the concepts of the 
pull and push-factor (Winkler, 2009). The pull-factor is all the attractive conditions present in the 
targeted location whereas the push-factor is the factors present in the home country that can push a 
company to relocate. The value chain is a tool, which companies can use in order to fulfil these 
motivations. Companies can offshore one or several parts of their value chain by sending activities to a 
different country.  
 
Market oriented offshoring is when a company chooses to offshore in order to “increase a 
company’s market share abroad, especially in the presence of stagnating domestic demand for goods 
and services.” (Winkler 2009, p. 68) This motivation for offshoring was originally the most popular 
one among captive offshoring, though lately it has been taken over by both cost and procurement 
motives (ibid p. 56). When a company chooses a market oriented motive for offshoring the target 
country will normally be characterized by a market with a rapidly increasing growth or potential for 
such. Here both India as well as China would be excellent candidates. In India we see an emerging 
middle class (Justice, 2012). This new market holds a high level of purchasing power, with the 
potential to increase profits for companies that manage to enter it.  
Specific value activities within the value chain need to be identified when dealing with market 
oriented motives for offshoring. Here should be focused on activities characterised by direct contact 
with costumers. Business outlets and front office services are both examples of this. By generating 
business outlets you create a foothold in set country, presenting the company to the consumers. This is 
relevant when companies are looking to increase their market share and when they are looking to 
penetrate new markets or want to target new consumers. Also, companies may be more interested in 
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offshoring their value activities to countries with a cheaper labour force or a labour force with better 
qualities, to handle their front office activities such as communication with costumers.  
Cost oriented motives are, as the name suggests, when companies offshore in order to cut costs. 
Cost oriented motives can according to Winkler be further divided into three sub-categories; production 
oriented, location oriented, and scale-effect oriented cost motives (2009, p. 70).  
Production oriented cost savings refers to production related savings, here included everything 
from labour wages to land prices and transportation. In the case of India, the large work force offered 
wage savings up to 80 per cent for offshore companies and low real estate prices (The Economist, 
2013b). These factors function as pull-factors that create incentive for companies to relocate. A lot of 
companies were also influenced by a shortage of skilled labour in their home countries, which 
functioned as a push-factor for them to move where the labour pool was abundant (ManpowerGroup, 
2012).  
Location oriented cost savings is when companies focus more on the political environment of the 
targeted country. As explained in working question one, the Indian government has made policy 
changes to create incentives for companies to choose India for offshoring. This is reflected in the SEZs 
explained in working question one and the general liberalization of the economy.  
The last sub-category is the scale-effect oriented cost savings. This can be viewed from both an 
operational and company perspective. From an operational perspective a company can gain a 
“technical cost-advantage due to mass production.” (Winkler, 2009 p. 72) Companies implementing 
this are characterized as economies of scale. Economies of scale can increase a company’s efficiency 
and cut costs (Begg and Ward, 2013). By offshoring part of the production, companies might be able to 
utilize mass production to both cut costs, and shortening the processing time, getting the product faster 
to the costumer. 
From a company perspective the cost advantage can be gained by e.g. opening up for the 
possibility of companies covering multiple time shifts by offshoring to another time zone. Having a lot 
of services, here included call centres, offshored to India has created a discussion as to the working 
hours. Indian call centre employees are forced to work so called ‘grave yard shifts’ which is overnight 
shifts, in order to provide service to consumers from other time zones (Walker and Hartley, 2012).  
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When dealing with cost oriented motives, the value activities in focus will be the ones that are 
cost intensive. This is often value activities connected to labour intensive work or work heavily 
dependent upon raw materials. Call centres is an example of a labour intensive part of the value chain 
that many companies have chosen to offshore to destinations with a large amount of low waged 
labourers with the ability to speak English. India is a very popular destination for the offshoring of 
service activities, for example call centres, where employees would be on the phone or chatting with 
customers from Europe or America. The fact that many Indians speak or can learn to speak an accent  
free English, allows them to offer a high quality service at a lower price than companies would have 
been able to procure in their home country (Walker and Hartley, 2012).  
 
Procurement oriented motives are focused on acquisition of production inputs which can be 
difficult or costly to acquire from the company’s home country. At the inception of offshoring the 
search for cheap raw materials was the primary input companies sought after. This is still relevant 
today, but a shift in outputs produced, the required technology behind the production, and a change in 
the marked in which the firms operates, has led to an increasing need for human capital, know-how, 
and technology (Winkler 2009, p. 72). An increasing shortage in human capital in developed countries 
is becoming a growing problem for companies. “The Procurement of foreign services is one option to 
counteract the […] talent shortage in many developed countries.” (ibid p. 72) 
 
The latest development within procurement oriented offshoring is the procurement of 
agglomeration advantages (ibid p. 73). In India IT-clusters has spawned in technological hotspots such 
as Bangalore. These agglomerations seem to attract both human capital and suppliers of the necessary 
equipment. These clusters are increasingly attracting asset-seeking firms looking for knowledge and 
technological development. Here companies will be able to enjoy the spill-over effects of innovations 
from other firms and save costs by utilizing shared services. The concept of shared services will be 
explained in the next chapter. (Khomiakova, 2007) 
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6.3.4 Sourcing strategies 
The interconnection between the value activities, also called linkages, can also contribute to the 
creation of competitive advantages (Porter, 1998, page 48). Linkage is the term used for “the 
relationship between the ways one activity is performed and the cost or performance of another” 
(ibid.). According to Porter (1998) the "ability to coordinate linkages often reduces cost or enhances 
differentiation.” (ibid.) Linkages can, according to Porter, lead to a competitive advantage for the 
company in two different ways, namely optimization and coordination, meaning the optimization of the 
interconnectedness between the activities and better coordination of for example delivery in regards to 
activities such as service and logistics (ibid.). One way of utilizing linkages is through the use of 
sourcing strategies.  
 
Sourcing strategies refers to how companies choose where to acquire their goods and services. 
When deciding upon sourcing strategies various things need to be taken into consideration; where to 
purchase, demand and supply situations, and meanwhile try to minimize costs and risks. KPMG is a 
consultant firm who advises companies on shared services and outsourcing. Shared services and 
outsourcing represent two different ways of dealing with back office services – i.e. services where there 
is no direct contact with the costumer. Today, the main parts of back office services are related to 
information technology (Gopalan and Madjd-Sadjadi, 2012).  
“Shared services” refers to the concept of moving separate provisions of services together. Often 
companies have branches situated in various places, each of them with separate departments (Justice, 
2012). It can prove difficult for a company to streamline the process when having for example five IT 
support employees in each branch. If the IT departments of the different branches where gathered under 
one department it would be easier to streamline and make it more efficient. Shared services are most 
useful in companies of scale. Unlike in outsourcing where a certain part of the production is distributed 
to a third party, everything is kept within or between companies in shared services. It is a way of 
making the end-to-end process more efficient in order to save money, while still keeping the process 
within the company.  IT clusters in India a good examples of how shared services and outsourcing have 
been used to “achieve tremendous productivity gains and cost savings that come from sharing of 
resources, transfer of knowledge and experiences, best practices, human resources, ready access to the 
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specialized services, availability of infrastructure, and even the cooperative strength to build products 
for global markets.” (Khomiakova, 2007 p. 4) 
 
 
6.3.5 Herd behaviour 
As mentioned earlier, one of the primary reasons for a firm to choose offshoring is the incentive 
to cut costs. When a company manages to offshore successfully from a cost perspective it will be able 
to gain a competitive advantage through price cuts on the final product. This will increase the 
company’s market share and force competing companies to innovate and differentiate in order to 
compete and stay in business. There are several ways a firm can do this by taking a look at their value 
chain, as described above. What often happened, though, is that “’companies continue to indulge in 
herd behaviour’ when deciding where to base their operations and how to arrange their supply 
chains.” (The Economist, 2013a) Herd behaviour refers to “an obvious intent by investors to copy the 
behaviour of other investors.” (Bakhchandani and Sharma, 2001 p.281) So what is often seen when 
companies start to offshore to e.g. low cost countries, is that other companies will follow.  
 
 When considering to offshore, location and the extent of the offshoring has to be carefully 
assessed. If manufacturing, for example, is kept onshore, the company will have the advantage of a 
short supply chain, enabling flexibility that might make up for the price advantage an offshore 
manufacturing facility could achieve. When deciding whether to offshore, many companies does not 
reflect enough on the choices at hand but follow other companies to low cost destinations or where the 
local government makes it beneficial for them to set up production (The Economist, 2013a). These 
were both the cases of India. As mentioned earlier, India was characterised by both a large pool of 
cheap labour force along with government, company friendly regulations.  
 
What happens when a lot of companies, that are demanding labour power, move to the same area, 
can be analysed by examining the economic model of supply and demand (Begg and Ward, 2013 pp. 
87-92). By doing this it will be noticed that as demand increases, so will price. What often happens is 
that herd behaviour leads to an increase in labour wages and property rent. Manpower, a company 
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advising firms on location for offshoring has said that “if labour makes up 15% or less of [a 
company’s] product’s total cost, they would do better not to offshore.” (The Economist, 2013a) When 
companies first started offshoring to India the total labour cost used to be 80 per cent lower than that of 
the US – now the difference is down to 30-40 per cent (The Economist, 2013b). As wages increase, 
offshored companies are experiencing a fall in profits which means that, considering the transition cost 
connected with offshoring, the work need to be labour intensive in order to create profits that can make 
it worthwhile. This is for an example realized in offshored call centres.  
 
6.3.6 Current developments 
In January 2013, The Economist published an article: “On the turn”, giving an account of the 
current developments within outsourcing in India. As a sub-title, The Economist used; “India is no 
longer the automatic choice for IT services and back-office work” (The economist, 2013b). As it is 
clearly stated, a change has happened in relation to offshoring in India. As aforementioned, India has 
been the target country for offshoring due to for example its large amount of cheap labour. The 
considerable quantity of IT and engineering graduates along with political policies focusing on 
enhancing the IT sector has made services, especially within IT, the primary subject for offshoring. 
According to the Hackett Group, a consultant firm advising companies on global strategic and 
operation improvements, “migration of services to India and to other locations such as China and 
Brazil will slow down after 2014 and stop entirely by 2022.” (The Economist, 2013b) Though rising 
wages also play a role in this, the Hackett Group argues that the primary reason is that there will be no 
more jobs left within the service sector by 2022, which are suited for offshoring. According to The 
Hackett Group, 150,000 European and American jobs will continue to move offshore each year until no 
more are left (The Hackett Group, 2012). 
 
Even though the offshoring of service jobs are not supposed to stop until 2022, a change is 
starting to show in the Indian offshore market. An executive from an Indian vendor explains; “The 
work used to roll in at you […] now you have to go out and search for it.” (The economist, 2013b) An 
increasing uncertainty over the future of offshoring in India has started to spread. Within offshore 
manufacturing, the Hackett Group estimates that the market will have reached equilibrium by 2014 
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resulting in an increase in reshoring – meaning already offshored companies pulling their production 
back to the home country. A risk that companies can potentially face when offshoring is losing the 
connection between their different value activities. It is increasingly being considered important to keep 
production and R&D (research and development) close to each other in order to enhance innovation. 
(Das, 2013) Furthermore “the cost benefit that drew firms offshore in the first place is disappearing” 
(The Economist, 2013b), causing companies to consider relocation to either a new low cost market or 
their home country.  
 
Not all interpretations of the current developments portray the future of India’s offshore service 
sector as negatively as the previously mentioned. In the nineteenth century, the idea of moving the 
production away from the consumer was unthinkable due to the expense of transportation costs. It was 
not until the end of the twentieth century that splitting up a company over various geographical areas, 
what we today consider normal, became possible. The future can bring many changes, and a lot can 
still happen. 
 
In recent years, more high-level jobs are being offshored. This new trend is, according to the 
director of The Hackett Group, researcher Erik Dorr, because of the Y2K computer bug (Davidson, 
2012), which is explained earlier in the paper. Also, Brown (2011) agrees that the Y2K event was one 
of two events – the other being a perceived shortage of engineering talent in the United States – that 
specifically triggered the boom in the offshoring of companies from America, especially in the 
engineering sector. Because of the success a lot of companies had after the Y2K computer bug incident, 
many companies decided to not only offshore their IT function, but also their finance and accounting, 
call centre, and engineering services functions (Duke/Archstone, 2005(a), chart 3).  
Furthermore, major economies are experiencing an increase of human capital shortage 
(ManpowerGroup, 2012). This has caused companies to start offshoring more skill intensive labour. It 
can be argued that by moving away from branding themselves as a low cost country, towards focusing 
on increasing the skill set of the labour force, could be a way for India to keep their growth spurt even 
though the service industry is diminishing. Following this line of thought, India faces problems in 
relation to the quality of their educations. “Good analysts and product developers in India and China 
are few and far between, so pay for such jobs have been rising by up to 30% a year.” (The Economist, 
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2013b) India does not produce enough graduates to maintain its market share and role as a booming 
economy (Kaka, 2009). India is increasing its production of engineering and IT graduates, but the 
quality of the educations are lacking. Graduates with the competences to perform high skill labour are 
lacking (Anand, 2011). “[P]ay for workers with such skills in India and China can be even higher than 
in America or Europe” (The Economist, 2013b).  
 
 
 
6.3.7 Conclusion 
With the great unbundlings, companies became able to offshore. First, a development within the 
efficiency of transportation enabled the company the company to move away from the consumer. Later, 
developments within communications allowed the company to split up its different departments over 
geographical areas. This initiated the surge of offshoring to e.g. India which is, as mentioned earlier, 
currently the world’s most popular location when it comes to service offshoring.  
From a company’s perspective there are three prime motives for offshoring a value activity: 
market, cost, and procurement oriented motives, all influenced by push and pull-factors individual to 
each case. When a company want to decide what part to offshore it can analyse the company’s value 
chain. Besides enabling a fulfilment of the primary motives for offshoring, it can also be a source to 
enhanced competitive advantage through differentiation. In relation to India, its large labour pool has 
attracted labour intensive value activities to fulfil both procurement and cost oriented motivations.   
Linkages between value activities can be used to improve quality, efficiency, or cost. Shared 
services is a way of linking companies’ value activities to improve upon the before mentioned, or 
gather similar departments within a company in order to achieve the same goal.  
The Indian price incentive is still vital in order to attract offshoring, but herd behaviour has 
driven the price of the popular locations up. Having price go up in India makes it less attractive for 
offshoring due to the fact that one of the companies’ prime incentives to go there is to cut costs. . 
Furthermore, the service sector is a limited source for offshoring, which is predicted to run out by 2022. 
Some argue that procurement oriented motives focused on human capital will be the saviour of the 
continued Indian economic growth development.  
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7. Discussion 
 
India have since its independence in 1947 from the British colonial rule been politically 
influenced by centrally administered protectionism. Throughout the 80’s, India’s government 
investment was increased to a degree that threw India into an increasing deficit crisis. The government 
investment of the period spurred an economic growth, but is rarely counted as a part of India’s 
economic take off, due to the fact that it was state financed, and created a deficit on 8 per cent of GDP. 
In order to borrow money from the IMF, India was forced to loosen protectionist policies and 
incorporate a more liberal economic policy. India as a country has, since the political changes of 1991, 
enjoyed a high economic growth rate, only slowed down when the global financial crises hit India in 
2008.  
 
This new liberalization of the economic forces in India led to a rapid increase in the amount of 
foreign direct investment and offshore outsourcing. With the access to a whole new market, companies 
could offshore value activities from a market, procurement, and most of all, cost oriented motive. India 
offered both low real estate prices and access to a large labour pool of cheap and English speaking 
workers. Soon, companies came from major economies looking to cut costs and utilize the lucrative 
state of India’s growing market. Especially companies within the IT-sector decided to take advantage 
of India’s new political approach. This increase in the IT-sector made Bangalore, the city state of 
Karnataka, known as the ‘Silicon Valley’ of India. The increase in foreign direct investment and 
offshore outsourcing has created a rapid growth in Bangalore that influences the infrastructure and 
urban environment of Bangalore. Offshoring companies have to deal with increasing difficulties with 
both deteriorating roads as well as problems regarding the housing of their employees.  
 
Through the improvements on the infrastructure happening in Bangalore, the investigation shows 
that it will also have an influence on other aspects of the city. For example, these improvements lead in 
some cases to an increase in the price of land areas, rising house prices and renting. When this happens, 
a gap among the privileged and deprived will widen. This is due to the lack of following wages for the 
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citizens that is in the underprivileged groups in the society, and gentrification will occur and force 
people away from their livelihood and into worse areas to live in.  
 
The tendency of companies to herd together in areas that the companies know are beneficial, i.e. 
areas where other companies have already offshored, have a negative effect on the target location. 
While the initial benefits of offshoring to a location might make it seem attractive for a vast amount of 
companies to choose the same destination, the emphasised focus of the sundry companies will 
eventually diminish the benefits considerably. For instance, the heavy concentration to a target location 
will lead to an excessive press on demand, which will lead to an increased amount price of the 
necessities required by the companies. One of the pull-factors for foreign companies to offshore to 
India was the low wages and real estate prices. However, when various companies went to India, both 
of these expenses rose considerably due to rising demands. As demand increases for a certain input, the 
price will most often increase as well, as examined by the economic model of demand and supply. An 
initial wage difference at 80 per cent between American and Indian workers, were reduced to 30 per 
cent because of the increasing demand of labour power. Moreover, the availability of skilled employees 
is also hard pressed to meet the increasing demand, meaning that the expertise that foreign companies 
sought when offshoring to India is no longer as readily available as earlier. Additionally, as the price 
for acquisition of land becomes more expensive, the incentive for the foreign companies to establish 
facilities in India diminishes. Furthermore, according to the Hackett Group, the outsourcing industries 
will prudently disappear by 2022 since the will be no more service related jobs to offshore. 
 
As concluded in working question one, the large focus on the investment industries has clearly 
proven beneficial to boosting the economy's growth since 1991. The neoliberalistic policies 
implemented causing the liberalisation of the market did attract many foreign investors and enabled 
economic growth in India as a whole, but also on the city level.   
 
This offshoring enabled growth might not be possible for much longer unless the government of 
India finds a way to change the current developments. What had once been pull-factors for the 
offshoring companies have slowly become push-factors. Therefore India first of all, has to take the 
increasing prices in the areas of the industries into consideration, while deciding whether or not to act 
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on the Hackett Group's analysis of outsourcing.  The decision lies with if the government raise the 
establishments of Special Economic Zones or if a whole other direction of investment necessary to 
sustain growth. 
Some argued that improvements within education are the way to go about creating continued 
growth for India. India, with its large labour force, has an opportunity to become one of the main 
suppliers of human capital. Many major economies are influenced by a lack of skilled labourers, so if 
India could manage to become a knowledge society, they would be able to supply workers for an 
increasing demand and through that create a foundation for future offshoring.  
 
Here it is interesting to look at Richard Florida and his argument of investing in the ‘creative 
class’ in order to create sustainable growth. By Florida’s means, the creative class needs to be 
promoted and encouraged so they can create new job possibilities and benefit the economic growth 
without being dependent on the offshoring industries job and growth creation. Florida argues that the 
future economic growth will be coming from this creative class rather than the offshore companies. A 
way to promote the ‘creative class’ could be done through the educational system. By improving the 
possibilities for a higher and better education it will enhance the knowledge-driven economy. 
 
The Indian economy's growth after the crisis is currently at a very unpredictable stage. The 
dilemma the government has to consider at some point will be of whether to keep the current focus on 
offshoring trade, export and service-industries or  a change in government policies will happen in 
coherence with what Florida indicates; an improvement of the education system to encourage the so-
called 'creative classes' to attend the labour market. 
 
As seen above, the two fields of study used to investigate the connection between offshoring and 
economic growth have some similar ideas on how to maintain and enhance economic growth. They 
both agree that education can be a valuable tool to create a knowledge based society able to manage an 
increasing demand for highly skilled human capital. However, they represent different values. 
Economists will focus on creating a knowledge based society in order to maximize continued growth, 
whereas Planning, Space, and, Resources views economic growth from a more sustainable societal 
point of view.  
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The question could be raised, if the government of India and Karnataka should put increased 
emphasis on the groups below the middle-class. Seen from the investigation of the government of 
India’s increased focus on urban planning, it shows that the possibilities in the urban areas has 
increased the gap between the privileged and deprived in the society of Bangalore.  Therefore one 
could question, should the government stop focusing so much on creating possibilities for the offshore 
companies, and instead focus on the country’s/city’s own population, especially if the future of 
offshoring is questioned?  
Seeing as the continued development of the cities of India is reliant on the financial benefits of 
the offshoring companies, it is still important for the Indian government to ensure the lasting attention 
of the offshoring companies. As previously mentioned, the growth in the urban environment is 
accountable for 65% of the growth of India’s GDP, again emphasizing the need for the Indian 
government to preserve the finances gained through foreign companies.  
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8. Afterthoughts  
 
At first, the project was intended to be having a micro-economic focus by revolving around 
companies or a specific company having offshored to India. However, this proved insufficient in 
regards to what the project was intended to analyse. Also, the possibility to do qualitative research in 
the form of interviews with said companies became increasingly difficult as the project went on. The 
lack of time and resources to conduct these interviews became apparent and the focus of the project 
was switched yet again. Something that could have been done in order to solve this problem was to find 
a Danish company that had offshored one or more of their value activities to India, subsequently 
interview them. One such company that was under consideration for interviews was KOWI-Consult as 
India is one of their main areas of interest. Firstly, this would have solved the problem with the lack of 
resources that is related to travelling to India and secondly, it would have also somehow made the 
interviewing less time consuming, as this could have then happened face-to-face instead of by e-mail, 
lowering the response time. Even if technology in software, including programs like Skype, would 
have allowed for conducting the aforementioned interviews with certain businesses or people of 
interest in India, this can be said to not be very optimal, because of the difference in time zones, bad 
internet connections, hardware issues, and similar.  
 
From the start, the topic of the project was already very broad which resulted in it having to be 
narrowed down to something more tangible. This was done by putting a focus on the city of Bangalore, 
However, this also proved difficult, as it is turned out to be a cumbersome process to find public data 
and statistics on the macro-economy in cities, which could have been used in order to present 
Bangalore as a representative study in relation to all of India. This led the project to the two-sided 
approach it is presented in now, by using macro-economic data and theories to analyse the economic 
status in India as a whole while using Bangalore as a case to more specifically analyse how the 
attention from foreign companies offshoring to India has affected urbanisation and city planning. 
 
Furthermore, along the process of collecting data, it became more obvious that some data, very 
relevant to the project, was outdated or not made available for the public. This made it difficult to 
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acquire primary data useable for further analysis, and made the reliance on secondary sources much 
greater than first expected. Moreover, as India has not implemented social security numbers, the data 
needed for the analysis was also based on the population censuses made in India every 10 years. Due to 
the lack of available information for example regarding data on the population of Bangalore it would 
have been beneficial for this project to use fieldwork in order to receive the needed data for answering 
the questions regarding the case study of Bangalore. This would have provided the project with more 
reliable answers and also provided a possibility to widen the perspective of the analysis. Doing 
fieldwork would not have provided a full understanding of all of Bangalore’s citizens, but information 
on the latest data and the wanted data would have been provided, even due to the lack of being able to 
investigate the whole population. Also in relation to collecting the needed information for the project, 
like the missing data on house prices rises, it would have been possible to ask different companies 
within the real-estate market.  
From there it would have been possible to visit all the areas of Bangalore, both urban and rural, to 
do field work in regards to which areas that have education institutes, IT-sectors, the best infrastructure 
and other indicators for a profitable area, and then compare it with house prices and the income of the 
citizens living in the area. Also to go more into depth with the theory of Florida, it would have been 
possible to investigate which groups of people the jobs from the offshoring companies attracts, this 
would have been helpful in relation to the lack of information on the different groups living in 
Bangalore and to reject or confirm his theory. However, as mentioned before, the lack of time and 
resources made it difficult to acquire the data first hand by going to Bangalore to conduct field 
research. To investigate into the depth of the theory ‘creative class’ by Florida, a more adequate work 
would have been possible if more available date in relation to measure the indicators Florida argues is 
needed to create economic growth. This would also have given a better conclusion on if the 
improvements done by the government of India and Karnataka is increasing the possibility to absorb 
the ‘creative class’ into the society in Bangalore or is working against this possibility. 
 
Furthermore with the new knowledge achieved from this project another possibility would have 
been to use Political Science as a subject, as it would then have been possible to look into the more 
political aspects of the subject investigated in this project. It would also have created a possibility to 
narrow down the field needed to be investigated. The approach would then have been to look into the 
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reforms of India with the effects it has on only Bangalore and through there looked into the effects of 
Bangalore. This would have provided the possibility to go more into the depth of each aspect of the 
problem and the problems connected to it.  
 
Along these lines, it was realised somewhat late in the process of writing this project that it would 
have been advantageous to examine the policies from the Indian government regarding the 
improvement and capacity of education in India. The Economic angle as well as the Planning, Space, 
and Resources point of view of the problem formulation emphasised upon an importance for the 
government of India to concentrate on the educational reforms in order to secure a continued economic 
growth of the country. From an economic perspective, education was seen as an important tool to 
increase the quality of the available work force of India. Seeing as the wages of the Indian work force 
is increasing, the quality of the work provided needs to rise equally in order to maintain the incentive 
for foreign companies to offshore to India. As for Planning, Space, and Resources, a good educational 
system is vital for the cultivation of the ‘creative class’, the term coined by Florida. 
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